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THURSDAY, FEBRUARY 23, 1956 


Howse or RepresENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Chairman Spence and Messrs. Brown, Patman, Multer, 
O’Hara, Mrs. Sullivan, Messrs. Reuss, Wolcott, Talle, Kilburn, 
McDonough, Widnall, Betts, Mumma, McVey, Nicholson, and Bolton. 

The CuHammMan. The committee will be in order. 

(H. R. 9052 is as follows:) 


[H. R. 9052, 84th Cong., 2d sess.] 
A BILL To amend the Export Control Act of 1949 to continue for an additional period 
of three years the authority provided thereunder for the regulation of exports 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 12 of the Export Control Act of 
1949 (63 Stat. 7), as amended by Public Law 33, Eighty-second Congress (65 
Stat. 43), and Public Law 62, Eighty-third Congress (67 Stat. 62), is hereby 
amended by striking out “1956” and inserting in lieu thereof “1959”. 

The CHarMan. We have with us this morning Assistant Secretary 
McClellan of the Commerce Department, testifying on a bill to extend 
the Export Control Act. 

Mr. McClellan, you may proceed as you please. 


STATEMENT OF HON. H. C. McCLELLAN, ASSISTANT SECRETARY OF 
COMMERCE; ACCOMPANIED BY LORING K. MACY, BUREAU OF 
FOREIGN COMMERCE; JOHN C. BORTON, DIRECTOR, OFFICE OF 
EXPORT SUPPLY, BUREAU OF FOREIGN COMMERCE; AND NATHAN 
OSTROFF, ASSISTANT GENERAL COUNSEL, DEPARTMENT OF 
COMMERCE 


Secretary McCLetitan. Mr. Chairman, my name is H. C. McClellan. 
I am Assistant Secretary of Commerce for International Affairs. 

I have a prepared statement which will take about 12 minutes, which 
I would like to read, if you have no objection. 

The CHairMan. You may proceed as you please. We are very glad 
to have your statement. 

Secretary MoCievian. I wish to thank you for the opportunity to 
appear before this committee to explain the need for continuing the 
Government’s authority to regulate exports. Under present law, this 
authority will expire on June 30 of this year, and Secretary of Com- 
merce Weeks, in his letter of January 31, 1956, recommended that they 
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be renewed for another 3 years. This recommendation has the ap- 
proval of the other executive agencies concerned, including Defense 
and State. 

The authority for the regulation of exports from the United States 
has been vested in the President and delegated by him to the Secretary 
of Commerce. Within the Department, ‘the Bureau of Foreign Com- 
merce has been assigned operational responsibility and administers 
this activity under my general direction. 

The committee staff has been provided with extra copies for your 
review of our 34th quarterly report on the administration of the 
Export Control Act. Since we anticipated that this report would be 
issued and available at the time of the consideration of the act’s 
extension, we have made the report more comprehensive than would 
normally be the case. 

I believe you will find that this report gives a good deal of material 
which should prove of interest. As you ‘know, we have had substan- 
tially the present type of authority to control exports since 1940, 
and the report explains how the law has been used to meet the different 
problems occasioned by changing world conditions. 

The Export Control Act authorizes us to regulate exports only to the 
extent necessary to (1) safeguard the national security against harm- 
ful exports of strategic items, (2) to protect our economy against ex- 
cessive drain of important commodities in short supply which are 
needed for domestic use, and (3) to accomplish specific foreign policy 
objectives. 

It seems almost superfluous for me to tell you that the Government 
continues to need to control exports in the interest of national security. 
There is no evidence that the underlying pattern of Soviet hostility has 
changed, and the ease with which the Soviet bloc changes its focus of 
activity from one area of the world to another makes it necessary that 
the Government remain constantly alert and prepared to counter such 
moves. 

It is clear that we must continue to take special precautions to see 
that United States goods of strategic significance do not go unchecked 
to the trouble spots of the world. And, in particular, of course, we 

want to deny strategic goods to the European Soviet bloc and to im- 
plement the ‘Governments policy to embargo all goods to Communist 
China and North Korea. 

Closely related to our controls for reasons of national security are 
controls exercised in the interest of foreign policy. Actually those two 
purposes are one and the same in most instances. However, from time 
to time a problem arises which requires review or limitation of exports 
in the interest of a specific foreign policy objective. Matters of this 
type realting to foreign policy are, of course, worked out very care- 
fully with the Department of State. 

So-called short-supply controls to protect the domestic economy are 
undertaken only when deemed absolutely necessary and then only after 
the most careful study of the impact of such controls on all segments 
of the United States industry. Possible effects on the economies of 
friendly countries are also weighed before such controls are estab- 
lished. At the present time only eight commodity groups are subject 
to short-supply controls. This compares with approximately 200 at 
the height of the shortage period during the Korean emergency. 
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The commodities now subject to short-supply controls to the free 
world, as well as to security controls to the Soviet bloc, are aluminum 
and aluminum scrap, copper and copper scrap, industrial diamonds, 
hog bristles, iron and steel scrap, nickel and nickel scrap, Salk vaccine, 
and selenium. The degree of control over these commodities varies. 
Aside from hog bristles, which is a special problem, nickel metal and 
refined copper of United States origin are under a so-called closed 
quota which amounts to a practical embargo. Lron and steel scrap 
and aluminum metal, on the other hand, are under so-called open-end 
control under which licenses are issued fairly freely unless it appears 
that undue amounts are being exported. The other items are subject 
either to specific quantitative quotas or special licensing restrictions. 

Short-supply controls are usually reviewed on a quarterly basis and 
take into account the latest statistical information on exports and both 
foreign and domestic market conditions. Details regarding the cur- 
rent short-supply controls are given in the background papers which 
already have be provided to the committee staff. 

I would like now to take a little more time in going over the matter 
of security controls because this part of our work is now the most 
important one. 

In connection with security export controls, our main job, of course, 
is to prevent the Soviet bloc from obtaining United States goods of 
strategic importance. Our regulations require that validated licenses 
be obtained for all commodities prior to export, directly or indirectly, 
to the Soviet bloc. Obviously, the simplest part of the task relates to 
proposed direct shipments from the United States to Soviet bloc desti- 
nations. Generally speaking, applications for such exports are ap- 
proved only in the case of nonstrategic goods. 

Indirect shipments to the Soviet bloc via friendly countries present 
a more difficult problem because we must recognize the real possibility 
that even where United States goods are shipped to friendly countries 
ostensibly for use there, they may be intended to be resold and shipped 
to the Soviet bloc. 

Through the work of the United States customs service, and through 
trade intelligence and other sources abroad, we obtain information and 
act upon alleged attempts to move United States goods through indi- 
rect channels to the Soviet bloc. In this connection, the help of other 
friendly countries is obviously of great importance and insofar as 
practicable their customs and security controls are coordinated with 
our own. 

As I have said, the main problems in executing this Government’s 
policies regarding export of strategic goods arise not from shipments 
declared to be destined to the bloc but rather from shipments declared 
to be for use in other friendly countries. This point can also be illus- 
trated statistically by noting that in the last 6 months of 1955 a total 
of almost 100,000 applications for proposed shipments to the free 
world were reviewed by the Bureau of Foreign Commerce, as com- 
pared to only about 400 which were in fact declared to be destined 
for the Soviet bloc. 

Since the vast preponderance of applications for friendly countries 
are for strategic materials, we do not approve a license if we have 
reason to believe that the goods may be diverted to the Soviet bloc. 
Obviously, there cannot be complete certainty in this business, but we 
have devised a number of procedures and checks which are used both 
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in licensing and post licensing and are intended to verify the proposed 
export and assure that it will be carried through as represented. This 
system, which is described in greater detail in a separate statement 
furnished to the committee staff, is the result of several years’ expe- 
rience and is, we believe, effective. 

It includes the checking of license applications against intelligence 
information concerning the parties involved in the proposed transac- 
tion; prechecking through the Foreign Service of selected applications 
for the purpose of determining the reliability of the consignee and the 
bona fides of the transaction; inspection of shipping documents and, 
on a spot-check basis, physical inspection of actual shipments at the 
ports of exit; tracing the arrival and disposition of selected shipments 
for compliance with the terms of the licenses; and a variety of docu- 
mentary requirements calculated to put foreign importers and freight 
forwarders, as well as our own businessmen, on notice of our export 
regulations. 

In addition to these mechanical techniques, it should be remarked 
that officers engaged in export licensing work have developed over the 
years a considerable body of knowledge about commodity movements 
and uses, and about persons engaged in legitimate trade in particular 
commodities. This knowledge is valuable in helping to detect and 
prevent questionable transactions. 

I am pleased to be able to report that our trade relations are quite 
satisfactory. We operate with a maximum of public notice and trade 
consultation so far as our rules and regulations are concerned. Ex- 
port control regulations are published in the Federal Register, as are 
compliance orders. In addition, detailed procedural material which 
is primarily for trade use is published in an annual loose-leaf service 
and supplemented by current export bulletins. Up-to-date copies of 
these materials have been made available to the committee staff. 

We try to enforce our regulations as fairly as possible, but also with 
the knowledge that prompt, effective compliance action is one of the 
best deterrents to potential violators. Both criminal and civil penal- 
ties as well as administrative sanctions are invoked against violators. 
Violations are punishable by fine and imprisonment, and our regula- 
tions also provide for suspending or terminating the privilege of ob- 
taining licenses or otherwise participating in export trade. In addi- 
tion, the customs collectors have authority to seize goods attempted 
to be exported illegally. For your information, we have furnished the 
committee staff a summary record of our compliance activities since 
April 1953. 

As a final word, I should like to repeat to you what Secretary Weeks 
said in part in his letter to the chairman : 

As far as we can foresee, world conditions after June 30, 1956, will continue 
to require the control of exports from the United States as they have in the 
past. The Export Control Act will therefore continue to be essential to accom- 
plish this result. It is, of course, possible that the present nature and scope 
of these controls may be changed to meet future situations of world tension, but 
the flexibility provided by the Export Control Act makes it an excellent instru- 
ment for such purposes. Experience in the administration of export controls 
over the past decade shows that changes in world conditions are apt to occur 
swiftly, requiring speedy and effective action of the executive branch to safeguard 
the national interest. 

Thank you, Mr. Chairman. That is the prepared statement I wish 
to offer. 
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LEGAL ENFORCEMENT ACTIVITIES 


Both criminal and civil penalties as well as administrative remedies may be 
invoked against violators of export control regulations. Under the Export Con- 
trol Act, violators are punishable by fine and imprisonment; and by regulation, 
provision has also been made for suspending or terminating the privilege of 
violators to secure or use export licenses. In addition, the customs collectors 
have authority to seize, and under certain conditions to obtain the forfeiture of, 
goods attempted to be exported illegally. 

This report is concerned with the export control enforcement cases handled 
between April 1953 and December 1955. Earlier cases were reported to this 
committee at the 1953 hearing on extension of the act. 

The brevity of the case summaries in the attached list does not permit an 
explanation of the detailed factual elements of each case. Accordingly, the 
various issues of the Federal Register in which our orders have been published 
in full text must be consulted for such information. Lists of firms and indi- 
viduals currently under suspension and Federal Register citations to the per- 
tinent orders are published in the Comprehensive Export Schedule issued by 
the Bureau of Foreign Commerce. 

During the period covered by this report 47 export denial orders were issued 
against nearly 200 American and foreign individuals and firms for various kinds 
of violations, including 17 cases of actual or attempted transshipments. The 
other cases involved such charges as circumvention of quota restrictions, misuse 
of general licenses, falsifications in license applications, shipper’s export dec- 
larations and other export documents, violations of outstanding suspension or- 
ders, and other negligent or willful offenses not related, however, to diversions of 
strategic goods to Soviet bloc countries. 

Orders issued in these 47 cases have barred American exporters from shipping, 
foreign buyers from receiving, and American and foreign freight forwarders from 
handling United States goods for periods of time ranging up to the entire dura- 
tion of United States export controls. 

In addition, we list 16 more administrative cases, now awaiting hearings or 
decisions, and involving 72 American and foreign individuals and firms. Of 
these, 11 involve charges of actual or attempted transshipments, and the balance, 
other miscellaneous alleged offenses of various types. The names of the parties 
to these cases are omitted because their culpability has not yet been determined. 

The 27 criminal cases disposed of since April 1953, present a variety of viola- 
tions, just as the administrative cases. The decision to prosecute criminally 
depends on the gravity of the offense, the intent, past record and reputation 
of the offender and, what is especially significant in this field of international 
offenses, the availability of the kind and quantity of evidence that is required 
by our courts in criminal cases. It is the difficulty of obtaining necessary wit- 
nesses and documentary evidence from abroad to establish criminal cases, as 
distinguished from the more liberal rules of evidence that may be applied in 
administrative proceedings, that in large part makes for the particular im- 
portance of the admministrative remedy to cope with export control violations. 
This, and a greater ability to comply with security regulations in administrative 
proceedings, makes it possible also for administrative remedies to be more 
swiftly applied than criminal penalties, and with equal or even greater effec- 
tiveness. 

The seizure sanction has, of course, also continued to be applied by the Bureau 
of Customs. Since April 1953, over 1,000 seizure cases have been instituted, in- 
volving nearly $900,000 of United States goods sought to be exported in violation 
of export controls. 


ExPortT CONTROL VIOLATORS 
April 1, 1953—December 31, 1955 
ADMINISTRATIVE CASES 


Caymex Corp., et al., New York, N. Y.; 1 firm and 1 individual: Violation of 
terms of order previously issued (November 3, 1952), which denied all export 
privileges for positive list commodities for 6 months, plus 6 months to be held 
in abeyance subject to respondents’ good behavior. March 31, 1953—supple- 
mentary order issued denying respondents’ export privileges for additional 
6 months, 
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Berwin Trading Co., Inc., et al., New York, N. Y.; 4 firms and 2 individuals. 
Exportation in violation of outstanding suspension order; misuse of licenses by 
shipments to unauthorized consignees; false representations to effect such ship- 
ments; and failure to keep required records. April 23, 1953—order denying 
all export privileges for duration of export controls. 

Rudolph Guralnik, New York, N. Y.; 1 individual. False representations in 
license applications to export copper tubing purportedly to a named consignee 
in Brazil, and misuse of license to solicit an export order for such tubes. April 
21, 1953—order denying all export privileges for 2 months. 

Serge G. Brunet, et al., Habana, Cuba; 3 individuals and 3 firms. False 
representations as to identity of ultimate consignee and end-use in applications 
to export steel to Cuba. April 28, 1953—order denying all export privileges of 
2 individuals and 1 firm for 6 months, plus 6 months to be held in abeyance sub- 
ject to their good behavior; and for 3 months plus an additional 3 months sus- 
pended as to 1 individual and 2 remaining firms. 

Asiatic Export Co., et al., New York, N. Y.; 1 firm and 2 individuals. Misrepre- 
sentation of end-use in applications to export tinplate to South America, and 
submission of false information in course of investigation. July 31, 1953—order 
issued denying to corporation and 1 individual all export privileges for 1 month, 
plus 11 months to be held in abeyance subject to their good behavior; and as to 
the other: individual, for 9 months plus 3 months in abeyance. 

Wai Man Seto, Hong Kong. One individual. Misrepresentation to exporter of 
identity of ultimate consignee of diesel engines intended to be shipped to Hong 
Kong. August 5, 1953—order denying all export privileges indefinitely. 

Victor England Agencies, et al.;: 1 San Francisco firm and individual and 1 
Hong Kong firm and individual. Unauthorized transshipment of commodity to 
Hong Kong via Lisbon, and false representations in various license applications 
that ultimate destination would be Portugal when parties actually intended to 
transship commodities to Hong Kong and Macao. May 25, 1953—order denying 
all export privileges until May 1, 1955. 

Atlantic & Pacific Wire & Cable Co., Inc., et al., New York, N. Y.; 1 firm and 4 
individuals: Misrepresentation in license application that commodity to be ex- 
ported would be copper-resistance wire, when parties actually intended to ship 
nichrome wire, and unlawful advertisement of commodity for export sale with 
license. July 17, 1953—order denying all export privileges for 1 year as to 
firm and 2 individuals, and for 9 months as to remaining 2 individuals. Order 
appealed to departmental Appeals Board and stayed pending decision. Decem- 
ber 3, 1953—Appeals Board order issued, vacating BFC order as to 1 individual 
who had been suspended for 9 months, and modifying BFC order as to the firm 
and 2 individuals originally suspended for 1 year to suspend them for 1 month, 
plus 11 months to be held in abeyance subject to their good behavior. Order 
upheld in full as to remaining individual respondent suspended for 9 months. 

Botica Hidalgo, et al., Mexicali, Mexico; 1 firm and 3 individuals: Repeated 
smuggling of antibiotics to Mexico. August 3, 1953—order denying general 
licenses for 3 months and validated licenses for 6 months, plus 2 years to be held 
in abeyance subject to respondents’ good behavior. September 28, 1953—order 
denying export privileges of remaining individual respondent for 2 months plus 
10 months to be held in abeyance subject to his good behavior. 

Zemanek & Co., Ltd., et al., London, England; 1 firm and 2 individuals: False 
representations to American exporter as to identity of ultimate consignee and 
country of ultimate destination to obtain shipment of aluminum ingots, and 
unlawful transshipment of same from Belgium to a Soviet-bloc destination. 
September 1, 1953—order denying all export privileges for 2 years. 

A. Ripley & Co., et al., 1 English firm and individual and 1 Swiss individual: 
Misrepresentations of identity of ultimate consignee and ultimate destination of 
tantalum to obtain shipment of same, and unlawful transshipment from Belgium 
to Soviet-bloc destination. September 10, 1953—order denying all export privi- 
leges of English firm and individual until June 30, 1956, and all export privileges 
of Swiss individual until March 10, 1955. Appeal by Swiss individual to depart- 
mental Appeals Board April 2, 1954—Appeals Board order issued affirming BFC 
order, but modifying suspension of Swiss party to terminate April 2, 1954. 

Charles Y. Rofe, New York, N. Y.; 1 individual: Submission of fictitious, 
forged ultimate consignee statement to support license application. October 1, 
1953—order denying all export privileges for 1 year, plus 1 year to be held in 
abeyance subject to respondent's good behavior. 

First Trading Co., Ltd., et al., Kobe and Tokyo, Japan; 1 firm and 2 individ- 
uals: Submission to American exporter of forged ultimate consignee statement 
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and misrepresentation as to existence of order for polyethylene. October 19, 
1953—order denying all export privileges for 3 months. 

J. M. A. Klaasen & Co., et al., Rotterdam, Netherlands; 3 individuals and 7 
firms: Misrepresentation as to identify of ultimate consignee and ultimate 
destination to obtain shipments of antibiotics, and unauthorized transshipments 
of same from Netherlands to Hong Kong. November 6, 1953—order denying all 
export privileges for duration of export controls. 

Hydracarbon, et al., Amsterdam, Netherlands; 2 individuals and 1 firm: False 
representations that oil obtained from United States would be used in Nether- 
lands and West Germany, and unauthorized transshipment of oil to Soviet bloc 
countries. December 28, 1953—order denying all export privileges for 5 years. 
Order appealed to departmental Appeals Board, July 26, 1954—Appeals Board 
order issued affirming BFC order, with opportunity to respondents to seek mod- 
ification upon certain conditions not yet met. 

William Rudolph Leschitz, Brooklyn, N. Y.; 1 individual: Misuse of export 
licenses and false representations to ship bearings to Manila, Philippine Islands, 
January 28, 1954—order denying all export privileges for 30 months, of which 
last 12 months to be held in abeyance conditioned on good behavior. 

Sealand Machinery Co., et al., Miami, Fla.; 3 firms and 1 individual. At- 
tempted unlicensed export of zinc ; shipment of diesel-powered crane, road grader, 
and paver to consignee not authorized by validated license; and split shipments 
of steel scrap to evade licensing requirements, February 8, 1954—order denying 
all export privileges until August 31, 1955. 

Cubral Mill Products Corp., New York, N. Y.; 1 firm: Misrepresentation of 
firm’s record of past exports of copper and brass scrap in effort to obtain status 
of historic exporter under quota licensing system. February 19, 1954—order 
denying all export privileges for 30 days. 

American Industrial Products Co., et al., New York, N. Y.; 1 firm and 1 
individual: False representation to obtain licenses to ship steel strapping, cru- 
cibles and tinplate, ostensibly for Hong Kong, actually intended for and diverted 
to Communist China. March 3, 1954—order denying all export privileges for 5 
years. 

Kemeny Overseas Product Co., Inc., et al.; 2 firms and individuals of Chi- 
cago, Ill., and 1 individual of Washington, D. C.: Unauthorized gifts to export 
licensing officer. March 8, 1954—order denying Chicago parties all validated 
license privileges and all general license privileges for tinplate until April 15, 
1955, to be held in abeyance after April 14, 1954, conditioned upon good be- 
havior, and denying certain privileges of practicing before BFC until April 
15, 1955; Washington party denied practice and export privileges until April 
15, 1955; with permission to apply for restoration for gocd cause on or after 
October 12, 1954. Washington party appealed to department Appeals Board, 
Which on October 5, 1954, issued order denying appeal. 

Gondrand Bros., Inc., et al., New York, N. Y.; one firm and 2 individuals: For- 
warder aided in exporting to Brazil nickel bearing stainless steel sheets under 
licenses authorizing export of only the non-nickel-bearing types; April 12, 1954— 
order denying all export privileges to firm from May 3, 1954, through May 22, 
1954, and to 1 individual for 6 months and other for 2 months. April 28, 1954— 
modifying order issued suspending firm for 40 days of which last 30 to be held in 
abeyance conditioned on good behavior. 

Ernest L. Jacob, New York, N. Y.; 1 individual: During period of suspension 
under prior order (see Asiatic Export Co., above), individual knowingly partici- 
pated in export transactions contrary to terms of suspension. April 20, 1954— 
order putting into effect additional 3 months’ suspension held in abeyance under 
prior order. 

Hanke-Chemie Handelgesellschaft, et al.: 7 individuals and 7 firms in Austria, 
West Germany, Liechtenstein, and Switzerland. False statements and trans- 
Shipments of chemicals from Western Europe to Soviet bloc destinations and 
Hong Kong. April 21, 1954—order denying all export privileges to different par- 
ties for varying periods of time ranging from 60 days to the duration of export 
controls. 

Ludman Corp., et al., Miami, Fla.: 1 firm and individual: Exportation of cer- 
tain aluminum materials to Venezuela and Cuba not authorized by licenses. 
May 6, 1954—order denying firm all export privileges for 2 weeks and individual 
for 1 year, with privilege of applying for modification for good cause after 1 
month. 

Well Lu Trading Co., et al., Bangkok, Thailand; 2 firms and individuals: At- 
tempted diversion of penicilin from Thailand to Hong Kong, and false repre- 
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sentation to obtain same from United States. May 19, 1954—order denying all 
export privileges for duration of export controls. 

Stanley Finkelman, New York; 1 individual: While subject to order suspend- 
ing export privileges individual knowingly participated in export transactions 
contrary to prior order. May 20, 1954—order putting into effect additional 1 
year suspension held in abeyance for good behavior under prior order. 

North American Mineral & Metal Corp., et al., New York; 2 firms and 3 indi- 
viduals: Misuse of export licenses to ship excessive quantities of nickel scrap to 
Japan; unlicensed shipments of same to Japan via Canada; and misuse of li- 
censes to ship copper to India and Pakistan by shipping to Japan. June 3, 1954— 
order denying different parties various export privileges for varying periods of 
time up to September 13, 1954, with additional periods to July 11, 1955, to be 
held in abeyance subject to good behavior. October 21, 1954—supplemental order 
issued against firms and principal respondents putting into effect to July 11, 1955, 
additional suspension period for failing to make records available in knowing 
Violation of prior order. 

Commercial Metals Co., et al., Dallas, Tex.; 1 firm and 5 individuals: Mis- 
use of licenses to ship steel rails to Mexico for relaying purposes, by know- 
ingly shipping for rerolling purposes. June 30, 1954—order denying privilege 
of exporting to Mexico for 1 year, of which last 6 months to be held in abeyance 
conditioned on good behavior. 

Arturo Flores & CIA., et al., Mexico and Texas; 1 firm and 2 individuals: 
Participation by forwarder in misuse of licenses to ship steel rails to Mexico for 
relaying purposes, by knowingly shipping for rerolling purposes. June 30, 1954— 
order denying privilege of exporting to Mexico for 28 days, of which last 14 
days to be held in abeyance conditioned on good behavior. 

Standard International Corp., et al., 2 firms and individuals in New York 
City and Bombay, India: Alteration of ultimate consignee statement to increase 
quantity of chemical ordered by another Indian firm, and submission of applica- 
tions for licenses not supported by required accepted orders. July 14, 1954— 
order denying New York firm privilege of exporting certain commodities for 30 
days, and New York individual for 1 year, with privilege of obtaining modifica- 
tion after 1 month, with balance of year to be held in abeyance subject to good 
behavior. Bombay parties censured publicly. August 31, 1954—supplemental 
order issued restoring export privileges of individual respondent. 

*acific States Laboratories, Inc., et al., San Francisco, Calif., 1 firm and 2 
individuals: Misrepresentations as to existence of orders to obtain licenses to 
ship drugs to Philippine Islands, and split shipments of drugs to Thailand to 
evade license requirements. August 2, 1954—order denying 2 individuals all 
export privileges to July 20, 1955, with privilege of obtaining modification after 
2 and 4 months, respectively, and the balance of the terms then to remain in 
abeyance subject to good behavior. Firm publicly censured. October 12, and 
December 14, 1954—supplemental orders issued restoring export privileges to 
individual respondents. 

Aetna Converting Corp., et al.; 2 firms and 3 individuals of New York, Rhode 
Island, and North Carolina: Misrepresentation of existence of export orders 
to obtain licenses to export nylon yarn to France, and failure to keep required 
records. August 16, 1954—order denying all export privileges for 6 months, 
with last 3 months for 1 individual to be held in abeyance conditioned on good 
behavior. 

California Trading Co., et al., Los Angeles, Calif., and Mexico; 3 firms and 7 
individuals: False representations in connection with applications to export 
steel rails to Mexico, ostensibly for relaying purposes, but actually intended for 
rerolling purposes, and false statements during investigation and in compliance 
hearing. October 7, 1954—order denying all export privileges of different parties 
for varying periods of time between 10 and 18 months, of which last 6 months 
for each to be held in abeyance conditioned on good behavior. 

Boosters Iron & Metal Corp., et al., Los Angeles, Calif.; 1 firm and 2 indi- 
viduals: False representations as to quantity of inventory of scrap steel on hand 
in efforts to obtain license to export to Japan in circumvention of export quota 
rules. Ovtober 18, 1954—order denying all export privileges for 24 months, 
of which last 6 months to be held in abeyance conditioned on good behavior. 

Dixie Export Co., et al., Miami, Fla.: 1 individual and 3 firms: Unlicensed 
shipments of steel wire and shipments of various commodities to consignees in 
Cuba not authorized by export licenses. October 19, 1954—order denying freight 
forwarding privileges for 1 month, plus 11 months to be held in abeyance con- 
ditioned on good behavior, and denying export privileges to February 7, 1955, 
with balance of year to be similarly held in abeyance. 
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Laminadora Atzcapotzalco, S. A., et al., Mexico; 1 firm and 2 individuals: 
False statements to obtain steel rails for relaying purposes and actual misuse 
for rerolling purposes. October 22, 1954—order denying all export privileges for 
12 months, holding in abeyance last 6 months for firm and 1 individual, and last 
8 months for other individual conditioned on good behavior. 

Deutsche Novocillin, G. m. b. H., et al.; 5 firms and 10 individuals in West 
Germany, Netherlands, and England: Misrepresentations and transshipments 
of antibiotics to unauthorized destinations. October 28, 1954—order issued sus- 
pending export privileges of certain respondents for varying periods ranging 
from 4 months to the duration of export controls, including as to 1 firm a pro- 
bationary period. Certain individuals and firms were publicly censured for 
impeding the investigation. Two respondents, suspended for long periods, have 
appealed to the departmental Appeals Board, and their appeals are still pending. 

Ace Export Co., et al., 1 firm and individual of Miami, Fla., and 1 individual 
of Cuba: Freight forwarder and Cuban consignee made and caused to be made 
false statements in shipping export declarations as to identity of commodities 
exported to Cuba. October 28, 1954—order issued putting forwarder and 1 
individual on probation for 1 year, and ether individual on probation for 9 
months. 

Italian Nova Works, et al., Milan, Italy; 1 firm and 8 individuals: False rep- 
resentations and concealment of material facts in prior compliance proceeding 
to induce dismissal of charges against firm for complicity in diversion of boring 
and turning mill to Hungary, January 31, 1955—order denying all export 
privileges of 1 individual for 2 years, 2 individuals for 1 year, and firm for 6 
months. 

Orchard Refining & Smelting Works, Ine., et al., Newark, N. J.; 1 firm and 3 
individuals: Offer of gift to license officer contrary to regulations, and export of 
copper scrap to consignee in Japan not authorized by license held by Newark 
firm. April 19, 1955—order denying all export privileges to firm and 2 indi- 
viduals for 6 months, and other individual for 2 months. 

Les Fils De Basile Obegi, et al., Aleppo, Syria; 1 firm and 8 individuals: False 
representations that jeeps ordered from United States exporter would be used 
in Syria and Lebanon, and unauthorized diversion of them to Rumania. June 
9, 1955—order denying all export privileges to firm and 2 individuals for dura- 
tion of export controls, and to remaining individual for 6 months. 

Willys-Overland Export Corp., et al., Toledo, Ohio, and New York, N. Y.; 
2 firms and 3 individuals: Parties participated in sale of jeeps to United States 
exporter with knowledge they were for export to Obegi (see above), and with 
information in their possession giving reasonable grounds to believe jeeps would 
be diverted, and failed to disclose information to BFC or exporter, contrary to 
BFC regulations. June 9, 1955—order denying all export privileges to firms 
for 2 months, to be held in abeyance for 6 months subject to good behavior, and 
to 3 individuals for 2, 4 and 6 months, respectively. 

Ned Imtrams, N. V., et al., Rotterdam, Netherlands; 2 firms and 1 individual: 
Transhipment of United States borax and boric acid from Netherlands to Hong 
Kong, without BFC authorization. October 27, 1955—order denying all export 
privileges, in abeyance for duration of export controls subject to good behavior. 
Appeal to departmental Appeals Board pending. 

Stemmler-Imex, N. V., et al., Amsterdam, Netherlands; 2 firms and 2 in- 
dividuals: Transshipment of United States red phosphorus, borax and borie acid 
to East Germany and Communist China, respectively. October 27, 1955—order 
denying all export privileges for duration of export controls, in abeyance after 
2 years conditioned on good behavior. Appeal to departmental Appeals Board 
pending. 

Continental Import & Export Co., N. V., et al., Amsterdam, Netherlands: 
False representations to induce exports of sulfa drugs, DDT, and boric acid 
ostensibly for Netherlands’ consumption, and unauthorized diversions of same 
to Hong Kong. October 28, 1955—order denying all export privileges for dura- 
tion of export controls, in abeyance after 1 year conditioned on good behavior. 

Cheung Kam Kee Trading Co., et al.; 1 Hong Kong firm and individual, 2 
Netherlands firms and individuals, and 1 New York firm and individual. Unau- 
thorized diversions at Hong Kong of drugs and vitamins intended for Taiwan, 
and false statements to obtain penicillin and other drugs ostensibly for Nether- 
lands, and transshipment of same to Hong Kong, with United States firm failing 
to disclose interest of Hong Kong parties in applications for licenses to export 
to Netherlands. December 12, 1955—order denying all export privileges to Hong 
Kong firm and individual and 1 Netherlands firm and individual for duration of 
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export controls, to other Netherlands firm and individual for 1 year, and to 
New York firm and individual for 6 months to be held in abeyance after 2 months 
conditioned upon good behavior. Appeal by one Netherlands firm and individual 
to departmental Appeals Board pending. 

Union Europeenne de Produits Chimiques, et al., Paris, France; 1 firm and 1 
individual: Without BFC authorization diverted borax intended for France 
to Netherlands firm, previously suspended by BFC, who transshipped same to 
East Germany. December 13, 1955—order denying all export privileges for 1 
year, in abeyance after 6 months conditioned on good behavior. 


ADMINISTRATIVE CASES AWAITING HEARING OR DECISION 


Names are omitted from the following administrative cases because they are 
either awaiting hearing or decision: 

Case No. 1; 11 individuals and 4 firms in Switzerland, France, and Belgium: 
Alleged fraudulent scheme to obtain oil from United States, ostensibly for 
Belgium, and unauthorized transshipment of same to Soviet bloc. Awaiting 
decision. 

Case No. 2; 1 Los Angeles individual: Alleged unethical practices in connection 
with filing and appealing false license application to export steel scrap to Japan. 
Publication of censure order withheld awaiting outcome of appeal to depart- 
mental Appeals Board which has heard argument and has case under advisement. 

Case No. 8; 3 individuals and 2 firms in United States and Mexico: Alleged 
export of steel rails to Mexico for rerolling purpose under license authorizing 
shipment for relaying use only. Awaiting decision as to United States parties. 
Awaiting hearing as to Mexican parties. 

Case No. 4; 3 individuals and 1 firm and California and Texas: Shipments of 
steel scrap to Mexico for alleged end-use not authorized by export licenses. 
Awaiting decision. 

Case No. 5; 1 New York firm, 1 firm and 2 individuals of Switzerland: Al- 
leged unauthorized transshipmens of various drugs, chemicals, and paraffin wax 
to Communist China and other Soviet bloc destinations by Swiss parties and 
alleged wrongful export of the paraffin wax by the New York firm despite infor- 
mation raising reasonable doubt that Swiss parties intended wax for declared 
destination of Switzerland. Awaiting hearing. 

Case No. 6; 1 Swiss firm and 2 individuals (same as in case No. 5) and 2 West 
German individuals: Alleged misrepresentations by West German parties that 
caustic soda procured from United States would be used in West Germany, and 
diversion of same by Swiss parties to East Germany. Case against Swiss parties 
awaiting hearing, and against West German parties, awaiting decision. 

Case No. 7; 7 firms and 3 individuals of West Germany, Hong Kong, and New 
York: Alleged misrepresentations and unauthorized diversions of United States 
borax from West Germany to Soviet bloc destination by West German and Hong 
Kong parties, with alleged complicity of 2 New York firms and 1 individual. 
Other New York parties charged with failure to place destination control notice 
on bills of lading. Awaiting heariny. 

Case No. 8; 2 firms and individuals of New York: Alleged affixation of fictitious 
shipper’s export declaration, authentication numbers on dock receipts, resulting 
in lading and exportation of commodities contrary to BFC regulations pertaining 
to physical inspections of exports by customs officials. Awaiting completion of 
hearing. 

Case No. 9; 1 firm and 2 individuals of West Germany: Alleged unauthorized 
transshipments of potassium and sodium bichromate, paraffin wax, and butyl 
alcohol to Communist China. Awaiting decision. 

Case No. 10; 1 Hong Kong firm and individual and 1 New York firm: Alleged 
misrepresentations and transshipment of multimeters from Hong Kong to Com- 
munist China by Hong Kong parties, and alleged improper submission of license 
application and failure to place destination control notice on bills of lading and 
commercial invoices by New York firm. Awaiting hearing. 

Case No. 11; 2 Belgian firms: Alleged misrepresentations that borax would be 
used in Belgium, and unauthorized resale to English firm which caused trans- 
shipment to Hong Kong. Awaiting hearing. 

Case No. 12; 1 Swiss firm and 2 individuals and 1 New York firm and indi- 
vidual: Alleged attempt by Swiss parties (same as those involved in case No. 5) 
to obtain United States commodities in violation of outstanding temporary sus- 
pension order against them by use of other Swiss firm’s name as front without 
knowledge or authorization thereof, and alleged exportation by New York parties 
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to front firm with knowledge of suspended firm’s participation and fact that Swiss 
firm was then suspended by BFC. Awaiting hearing. 

Case No. 13; 1 Belgian firm and individual: Alleged misrepresentations of 
destination to obtain refined borax of United States origin from Belgian refiner 
and unauthorized reexport to unauthorized destinations. Awaiting hearing. 

Case No. 14; 3 firms and individuals of Milan, Italy: Alleged misrepresenta- 
tions of end-use and destination to obtain United States oil and attempted re- 
exports of same to unauthorized destinations. Awaiting hearing. 

Case No. 15; 1 firm and individual of Vienna, Austria: Alleged unauthorized 
diversion of paraffin wax from Austria to Soviet bloc destination, Awaiting 
hearing. 

Case No. 16; 1 firm and 2 individuals of London, England: Alleged wrongful 
exportation of asbestos by London firm then under BFC suspension order and 
transshipment from West Germany to Czechoslovakia, Awaiting hearing. 


CRIMINAL CASES 


At April 1, 1953, 17 export control cases were pending in Federal courts under 
outstanding indictments or information, based on referrals by the Commerce 
Department or the Customs Bureau. Between that date and December 31, 1955, 
an additional 14 cases resulted in indictments or informations, making a total 
of 31 cases pending during the period covered by this report. By December 31, 
1955, 27 of these cases had been successfully tried or otherwise terminated, 
leaving only 4 pending on that date. It has not been possible to try these four 


cases because of the absence of the defendants or a key witness from the United 
States. 

In addition, on December 31, 1955, 4 other cases were being considered by 
the Justice Department or United States attorneys for possible prosecution. 


PROCEDURES USED IN REGULATING AND SAFEGUARDING SECURITY Export CONTROLS 


Security export controls have been instituted for the purpose of preventing 
the Soviet bloc from acquiring strategic goods from the United States, either 
directly of indirectly. All exports declared to be destined for the Soviet bloc 
require a validated license. Applications for such exports are approved only 
in the case of nonstrategic goods and where there is no evidence that the goods 
are actually intended for reshipment to Communist China or North Korea. 

Shipment of strategic goods to friendly countries must be safeguarded, how- 
ever, since obviously such goods could be illegally diverted to the Soviet bloc. 
One of the principal problems in the administration of the export control 
program has been the need to identify those export license applications, allegedly 
for legitimate exportation to friendly countries, which possibly involve exporta- 
tion to the Soviet bloc through third countries, or other devious channels. The 
control methods and administrative techniques employed to discover and prevent 
such illegal transactions are described below. 


Commercial name intelligence 


The Department of Commerce maintains on a current basis extensive files 
of commercial intelligence information concerning the operations of many 
thousands of foreign businessmen and firms, including a large number of question- 
able reliability. While this information is valuable for a variety of purposes, 
it is especially important and is regularly used in export licensing. If there 
is derogatory information about any of the parties named in an export license 
application, precautions are taken to guard against risks of transshipment be- 
fore undertaking to approve the application in question. 


Prelicensing and postlicensing checks 


There are several devices used in the licensing and postlicensing period which 
are intended to verify the transaction and assure that it will be carried through 
as represented in the license applications. Prior to issuing the license, one or 
more of the following procedures are applied to the application: 

1. Transaction check.—When there is little or no information about the parties 
to a proposed export transaction involving a strategic commodity, an export 
transaction check is made. This consists of an investigation on the spot by 
United States Foreign Service officers, for the purpose of determining whether 
the importer has actually placed an order covering the proposed shipment, 
whether he has a legitimate use for the goods, and whether there is any likeli- 
hood of transshipment or diversion of the goods. 
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2. Consignee statement.—Every application for an export license to ship goods 
to destinations outside the Western Hemisphere must be accompanied by a 
written undertaking by the proposed importer as to what he will do with the 
goods and that he will not reexport them without the prior approval of the 
United States export licensing authority. 

3. Import certificate-delivery verification.—Most countries of Western Europe 
and Japan have adopted with Canada and the United States a procedure called 
the import certificate-delivery verification system which is an elaboration of 
the technique of the ultimate consignee statement just described. Under this 
procedure, strategic materials are licensed for export to these countries only 
on the basis of a certification by the importer to his government in which he 
undertakes to import and use the commodity within the named country. In 
the event the importer attempts without prior authorization to transship, re- 
export or otherwise divert the licensed material, he becomes subject to legally 
enforcible penalties imposed by his own government as well as the applicable 
penalties under United States regulations. As a further safeguard the United 
States exporter may be required to secure a delivery verification endorsed by 
the customs authorities of the receiving country which verifies the fact either 
that the shipment has actually been entered into its customs territory or that it 
is being reexported only as authorized. 

4. Transit authorization certificate system.—Under the TAC system, cooperat- 
ing countries do not permit specified lists of strategic goods originating in the 
United States or other cooperating countries to pass through their territories in 
transit to the Soviet bloc unless such shipments are covered by transit author- 
ization certificates. Such certificates are issued by the exporting country and 
are submitted to the authorities of the transit country. The TAC system sup- 
plements the IC/DV procedure and is designed to safeguard against illegal diver- 
sion of strategic goods that enter “free ports” of foreign trade zones, with- 
out actually entering into the customs territory of the transit country, thereby 
becoming subject to that country’s export licensing system. 

License issuance 


Because there is always the possibility of forgery or other attempt to alter 
licenses illegally, special safeguards are used in their issuance to minimize such 
risks. Licenses are issued on special “safety paper,’ somewhat akin to paper 
used for currency, and this safeguards against counterfeiting or alteration of 
licenses. In addition, special precautions are taken respecting canceled and 
amended licenses, as well as licenses which are issued but never used by the 
exporter. 

Customs clearance 


After the license is issued, further precautionary measures are taken. No 
exportations from the United States, other than mail shipments, may be made 
unless they are cleared by United States customs at the port of exit. At the 
time the goods are to be cleared, and before loading aboard the exporting carrier 
the exporter, or his agents (who can be authorized only by power of attorney on 
file with the collector of customs at the port of exit) must file a shipper’s export 
declaration on which are recorded the essential facts of the exportation. He 
presents therewith his export license, or indicates on the declaration the appli- 
cable general license. The United States customs makes a documentary check 
before clearing any proposed exportation. It also makes a physical examination 
of merchandise on a spot basis to determine that the goods are as described in 
the export license. This is done, of course, to frustrate attempts to get material 
out of the country through false description. 

Alerting third parties 


The bills of lading and commercial invoices relating to shipments of strategic 
goods under validated licenses to all destinations are required by export control 
regulations to carry statements indicating that the goods have been licensed by 
the United States only to the named country of destination and that diversion is 
contrary to United States law. This requirement is designed to make certain 
that all persons concerned, including customs brokers, freight forwarders, banks, 
as well as importers, will be on notice of United States regulations and thereby 
warned against participation in any attempted diversion. 


Tracing shipments 


The practice is to trace the arrival and disposition of selected licensed ship- 
ments, or shipments concerning which information has been developed subse- 
quent to licensing which indicates the possibility of illegal diversion. 
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Special trained staff 


In addition to these effective mechanical techniques, it should be noted that 
officers engaged in export licensing work have developed over the years a con- 
siderable body of knowledge about commodity movements and uses, and about 
persons engaged in legitimate trade in particular commodities. This knowledge 
increases the ability to detect and prevent questionable transactions. Our li- 
censing officers are assisted in this effort by our country specialists and our 
commercial intelligence analysts. The legal and investigative staffs not only 
undertake the detection and prosecution of violations, but also assist in the 
framing of regulations and procedures calculated to prevent future violations. 

The effectiveness of the United States export control program is enhanced as a 
result of the deterrent effect of thoroughgoing legal and investigative measures. 
Information concerning alleged irregular transactions is received from a variety 
of sources, both private and governmental. This information results in an 
investigation, either by investigators of this Department or by agents of the 
United States Bureau of Customs. The results of this program are reflected in 
part in a separate exhibit entitled “Legal Enforcement Activities.” 


SHORT-SUPPLY CONTROLS 


Short-supply controls are now in effect for eight commodity groups as described 
below in some detail. 

Under the Export Control Act short-supply controls are invoked only when 
clearly necessary to protect the domestic economy against excessive drain of 
scarce commodities and to prevent an undue inflationary impact arising out of 
abnormal foreign demand. This means that commodities are controlled for 
short-supply reasons only if they bear a significant relationship to the economy. 
Most frequently in the case of such commodities, the United States is seriously 
dependent on foreign sources for the basic raw material. 

In connection with decisions to institute new short-supply controls or change 
existing controls consultation with affected segments of United States industry 
is normally undertaken. In addition, the effect on friendly foreign countries is 
also considered from information regarding foreign requirements 


obtained 
through the United States Foreign Service. 


Types of short-supply controls 

There are four general types of short-supply export control restrictions em- 
ployed by the Department : 

1. Closed quota.—This is the most restrictive type of short-supply export con- 
trol, under which no exports are ordinarily permitted. Closed quotas are rarely 
used, except in cases where commodities are in extremely short supply in the 
United States. Under exceptional circumstances, exceptions to closed quotas 
may be made, as in the case of essential defense production requirements of 
friendly and allied countries. A license application for an exception to the closed 
quota is subjected to close review by an interdepartmental committee, and an 
export license is granted only when extraordinary considerations outweigh the 
critical need for the material in this country. An example of a commodity cur- 
rently under a closed quota is nickel and nickel alloy metal in ingot form. 

2. Quantitative quota—For each commodity under this quota a maximum 
export limit in either unit or dollar value terms is established periodically (gen- 
erally on a quarterly basis). Quantitative quotas are usually applicable on an 
overall basis to all destinations, but may on occasion be employed on an individual 
country basis. A current example is diamond bort, used as an abrasive, for which 
a quarterly quota of 3,000 carats has been established. 

3. Restrictive quota.—This is a specialized variation of the above quotas under 
which license applications require special criteria for approval, such as proof of 
firm foreign orders, possession of the material by the applicant, qualitative stand- 
ards, prior offering of the material for stockpile purchases or military defense 
usage, ete. 

4. Open-end quota.—This is the least restrictive type of short-supply control, 
and is gneerally employed as a transition measure for “borderline” commodities 
that are in potential short supply. While the filing of license applications is 
required under open-end quotas, no specific quantitative restrictions are imposed, 
and applications are usually approved, subject however to continual watchful- 
ness against abnormal shipments in an individual application or in aggregate 
licensing. The essential purpose of the open-end quota device is to provide 
preshipment licensing control on as current a basis as possible for determining 
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whether more restrictive control is required or whether decontrol is feasible. 
At the present time, iron and steel scrap is under an open-end quota. 


Current status of short-supply controls 


Only one new commodity has been placed under short-supply controls since 
1953, namely poliomyelitis (Salk) vaccine. Some 23 commodity groups have 
been removed from short-supply controls since that time. At the present time 
open-end quotas, which are primarily of a precautionary nature, are in effect 
for iron and steel scrap, primary aluminum and foreign-origin copper. Quanti- 
tative quotas are in effect for copper and aluminum scrap, selenium, certain in- 
dustrial diamonds and certain nickel items. Closed quotas exist for primary 
copper of United States origin, primary nickel, and certain types of hog bristles. 
Special restrictions are in effect for licensing nickel scrap. 

A brief description is given below for each commodity group currently subject 
to short supply controls. 

1. Aluminum.—Aluminum, along with copper and steel, is one of the basic met- 
als for a modern industrial economy and is clearly essential to military prepared- 
ness. These three metals were allocated during World War II and the Korean 
emergency under the controlled materials plan (CMP), which system provided 
the basis for the key controls to assure adequate supplies for military and 
essential civilian production. Aluminum is a stockpile item. 

The principal defense uses for aluminum are for aircraft, although there are 
other important uses where the lightness and weather-resistant properties of 
aluminum are required. 

The United States is the largest aluminum-producing country in the world; 
and Canada, from whom the United States imports large quantities, the second 
largest. While there has been a phenomenal rise in the consumption of alumi- 
num since the early forties, new discoveries of rich bauxite ore deposits and a 
corresponding growth in aluminum-producing capacity and electric power out- 
put have served to keep supply roughly abreast with demand, except at times such 
as the Korean emergency when defense needs skyrocketed. However, in recent 
quarters domestic demand has been so great as to necessitate action by the 
Office of Defense Mobilization to divert metal originally scheduled for delivery 
to the stockpile. 

Traditionally the United States has been a net importer of aluminum scrap, 
but in the last 2 years this situation has altered in the face of extraordinary 
foreign demand. 

At the present time primary aluminum is subject to an open-end quota and 
aluminum scrap to a quota of 6,000 short tons. 

2. Copper.—Copper is one of the essential, basic metals for an industrial econ- 
omy. The United States is an important producer of copper ore, but notwith- 
standing this fact, is a heavy net importer of ore and unrefined copper. 

The United States has traditionally been a large importer of unrefined copper 
and exporter of refined copper. This situation arises out of the fact that the 
United States has insufficient domestic mine production to meet its needs but 
United States refiners have historically been processors for export of foreign ores 
and blister copper. The unprecedented level of economic activity in thé last year, 
both at home and abroad, has resulted in a heavier demand for copper than hereto- 
fore, and has resulted in a situation where demand has outstripped supply on a 
world-wide basis. 

In 1955 domestic needs for copper have been so great that several large diver- 
sions from scheduled stockpile deliveries were authorized by the Office of Defense 
Mobilization. In view of these facts, domestic-origin refined copper has been 
placed under closed quota. However, exports of refined copper of foreign origin 
are necessarily permitted under open-end quota since any attempt unduly to 
restrict exports of refined copper made from foreign ores and blister would, in the 
long run, serve only to drive these foreign raw materials away from the United 
States—to the obvious detriment of United States industry. 

At present copper scrap is subject to a 3,000 short ton quota and alloy scrap to 
a 6,000-ton quota. 

3. Diamond bort and powder.—Diamond bort and powder are mainly employed 
by industry as abrasive agents, especially when bonded in grinding wheels. The 
metalworking industries are absolutely dependent on bort and grinding wheels. 
The entire United States supply of industrial diamonds, including bort and 
powder is imported. Industrial diamonds are stockpile items. 

Defense production, as well as all other industrial production, is dependent on 
machine tools and metalworking equipment. Diamond grinding wheels are used 
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to make a large number of precision parts for such equipment and in turn this 
equipment employs diamond wheels to produce other metal and products for all 
segments of industry. 

In recent years there has been a striking increase in requirements for industrial 
diamonds but world production has not kept pace and, consequently, there is a 
worldwide shortage. 

Exports of diamond bort and powder are limited to 3,000 carats per quarter, 
with a further limitation permitting only small quantities for any destination. 
In addition, exports have generally been permitted only to users traditionally 
supplied from the United States, or for the manufacture of items to be exported 
to the United States, or for essential production purposes in friendly countries. 

4. Hog bristles.—Hog bristles are used chiefly in the manufacture of paint and 
varnish brushes. Various industrial and maintenance brushes are also made 
from these bristles. 

Historically the United States has been dependent on mainland China for im- 
ports of hog bristles. Such imports have not been permitted for several years 
under United States foreign assets control regulations and, consequently, com- 
mercial supplies are virtually nonexistent at the present time. Because of the 
supply situation and Treasury Department import regulations, exports of hog 
bristles of Communist China origin (except riflings 2 inches and under in length) 
are subject to a closed quota. Other bristles are under quantitative or open-end 
quotas. 

Hog bristles are a stockpile item but plans have been announced by the Office 
of Defense Mobilization for the disposal of the stockpile’s holdings, in view of the 
development of adequate substitute materials. Export controls are now being 
reviewed in the light of these developments. 

5. Iron and steel scrap.—Iron and steel scrap is a basic and indispensable ma- 
terial in the production of steel. The importance of steel to the Nation’s econ- 
omy and defense production requires no elaboration. 

The present tight supply situation in scrap, both in the United States and 
abroad, is the result of the enormous increase in steelmaking capacity over the 
past 15 years. The demand for scrap has outdistanced the supply of scrap, 
which is closely related to the rate of obsolescence of used machinery and equip- 
ment. However, increased production and use of pig iron in steelmaking has, in 
part at least, made up the deficiency in scrap. 

Before World War II the United States was a substantial scrap exporter but 
became a net importer after the war. As a result of the rapid expansion of the 
steel industry in Western Europe and other friendly areas, foreign demand has 
soared and United States exports of scrap have risen to high levels. 

At present iron and steel scrap is subject to an open-end quota with additional 
special restrictions to limit speculation by requiring that material be immedi- 
ately available as a condition to issuance of a license. 

6. Nickel.—Nickel is a hardening element essential to the production of stain- 
less steel. Production of jet aircraft, as well as countless other “hardware” 
items used by the military, is totally dependent on adequate supplies of nickel. 
Kxamples of important military uses are aircraft engines and frames, armor- 
plate, gun forgings, transformers, signal equipment, and precision instruments. 
Nickel or special nickel steels are also used in electroplating and the chemical, 
electrical, and petroleum industries. Nickel is a stockpile item. 

The United States is almost totally dependent on imports for its supply of 
nickel. (Eighty percent of world supply comes from Canada.) New uses for 
nickel, both in civilian and in military production, have resulted in spectacular 
increases in nickel consumption. Since mine production has not kept pace, 
supplies of nickel are short throughout the world. 

Nickel metal in crude form is subject to a closed quota, with a minor excep- 
tion for a small quantity of anodes, powder, and shot set aside for a few countries 
traditionally dependent on the United States for those materials. Exports of 
nickel scrap are restricted to the less desirable grades which cannot be used 
by United States industry. 

7. Poliomyelitis (Salk) vaccine—Poliomyelitis vaccine is a recent discovery 
and production in the United States is not yet in full swing. Because of the 
tremendous demand for the vaccine in the United States, exports to date have 
been limited to nominal amounts for a few specific purposes, such as for experi- 
mental use and for inoculation of United States nationals located abroad. In 
connection with the latter use, exports are being approved for the same priority 
groups as are currently receiving vaccine in the United States under the standards 
announced by the Department of Health, Education and Welfare. 
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8. Selenium.—Selenium is an important metal used in the manufacture of 
electronic equipment, such as rectifiers, automatic signal devices, photoelectric 
cells, and specialty electric equipment. Many of these items have important 
military applications, as in radar and autematic firing devices. Selenium is a 
stockpile item. Selenium also has a number of civilian uses, notably in the glass 
industry and in the steel industry. 

Selenium is a byproduct obtained by special processing of residues produced 
in the electrolytic refining of certain copper ores. The United States is the 
largest producer of selenium but still imports very significant quantities. Sele- 
nium is in worldwide shortage, owing to increased usage and a corresponding 
increase in production. 


At present an export quota of 6,000 pounds per quarter is in effect. 

The CiAirman. How long has your Department had the authority 
to control exports ¢ 

Secretary McCietian. Beg pardon? 

The Cuatrman. How long has your Department had authority to 
control exports ¢ 

Secretary McCre.tnan. Since 1940. 

The Crnamman. You have continually had that authority since 
then ? 

Secretary McCue.uan. Yes, sir; in substantially the same form as 
now. 

The Cuatrman. What are the qualifications and conditions under 
which export licenses are issued? Does an exporter have to have 
possession of the goods at the time he asks for the license ¢ 

Secretary McCietian. That depends, Mr. Chairman, on what type 
of license is to be required, and the nature of controls then being ex- 
ercised. I think perhaps, however, that I should call on the director 
of our export supply office, Mr. John Borton, who could answer that 
more specifically. 

Mr. Borton. 

Mr. Borron. Mr. Chairman, normally an applicant is not required 
to have the goods in his possession at the time he files. He is required 
to have a firm order from his foreign purchaser before he may file. 
There are a few minor exceptions to that general provision; specifi- 
cally, in the case of iron and steel scrap we require the applicant to 
certify that he either has the goods on hand or will have them available 
within the terms of the life of the license. Normally, he is not re- 
quired to have the goods on hand. 

The Cuatrman. Then you are confronted by the fact that if he 
hasn’t the goods on hands it gives him a hunting license to go out and 
get them, and if he fails what is your action then? Suppose he asks 
for a license and he wants to ship certain commodities? He says he 
‘an get them, and he finds he cannto get them. What do you do then? 

Secretary McCuetian. As illustrated by the steel-scrap situation, 
Mr. Chairman, we don’t propose to allow use of the export license as 
a hunting license to get scarce materials. That is why in the case of 
steel scrap we have not permitted its use in that fashion. It isn’t in 
general use because of the fact that the materials exported are not in 
general shortage. Where they are, that factor is taken into account 
so that we don’t permit the export license method as a device to be- 
come a hunting license. 

The CuarmrMan. That is what I had in mind. I was wondering if 
you did that. 

Secretary McCietian. No, sir. 
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The Cuamrman. What control have you over the exportation of the 
commodities that are permitted to be exported to a friendly country 
after they arrive at their destination ? 

Secretary McCuetian. Mr. Chairman, there is a document that 
goes into great deail about that which has been given to your staff. 
I will explain it briefly. Mr. Borton may want to add a comment in 
addition. 

Substantially, it is on this general approach: Through cooperation 
with our free world friendly countries, we coordinate our activities 
to restrain such shipments and to prevent transshipment of goods 
intended for friendly countries and, if we learn that any material 
that is in short supply or is of a security nature is being shipped for 
use in a friendly country and is to be transshipped, we don’t permit 
it to go. 

If it is transshipped without having notice of that in advance, those 
responsible are dealt with on a very serious basis, and through the 
cooperation among the free world countries we know pretty “much 
what the pattern has been, and what it is, and the sanctions really are 
applied, so that we believe, as I have stated earlier, that the method 
of controlling such transshipments has been quite effective and is 
working very well. We don’t deny that some of the shipments do 
get behind the Iron Curtain. In this kind of business it would be 
impossible to prevent that completely, but we do believe that we have 
a pretty satisfactory control arrangement in cooperation with other 
countries. 

The Cuatrman. But you would have no actual control over the 
goods after they reach the destination ? 

Secretary McCLeLian. We do in this manner, Mr. Chairman: When 
we ship to a free-world country we require information in advance as 
to what its use is to be, and where its use is to be. If it is an item 
that we call in the A category, which has to do with potentials for 
defense or warmaking for “example, we require the foreign Govern- 
ment’s own certification that it will be used in that country—not only 
the buyer and the agents that represent him, but the Government 
itself, and if these are violated, and we have good intelligence to know 
whether or not they are, not only have we sanctions but the Govern- 
ment in the host country receiving that goods also takes sanctions 

against the men responsible. 

“Per haps you would like to add something, Mr. Borton ? 

Mr. Borron. I think that covers it, Mr. Chairman. I might make 
1 or 2 other points. 

When an application is first received, if we think there is likelihood 
of transshipment, if the quantity is large or the stated use seems to 
be a peculiar one, we wil] ask our own foreign service to check abroad, 
with the ultimate consignee, to determine how the goods are to be used, 
and to ascertain whether or not it appears to be a bona fide transaction. 
Then we go through the procedure which Secretary McClellan has 
just outlined, and in addition we may put a tracer on the shipment, 
to be sure that the goods were put to the purpose originally intended. 

The Cuarrman. Mr. McClellan, I have had a good many letters 
from the smaller steel plants. They say they are utterly dependent 
on iron and steel scrap, and that the exportation of these commodities 
has been so great that it has raised the price here and has made it 
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difficult to obtain them and to keep in competition with the bigger 
concerns, which I understand are not so dependent on scrap. They 
can convert pig iron and ore into steel with their furnaces, which the 
smaller companies are unable to do. 

What has been the increase in the exportation of scrap iron and steel 
in the last few years ? 

Secretary McCuietxan. Mr. Chairman, it has been extremely high, 
and I will give you substantially what I think the figures are. 

I think 2 years ago we were exporting about a million and a half 
tons a year, and in the past year of 1955 it was something over 5 million 
tons that were exported as steel scrap. Now, while it 1s a very small 
percentage of the amount consumed in the United States in our steel 
and founry industries, it is an important volume, and one which has 
given us serious concern in the Department of Commerce, and certainly 
within the industry. 

It is true that this has resulted in a sharp increase during the past 
year in the price of scrap. In fact, the price is nearly doubled. 

These are the factors which we have taken into account and have 
tried to make some determination as to what should be done within 
our responsibility in the Department of Commerce. We have sub- 
stantially two bases upon which we could exercise stronger control 
than that one now applied. We have a control on steel-scrap exports 
now which is being exercised. 

The Cuarrman. What has been the reason for this demand for 
scrap? 

Secretary McCuiettan. The activity of the steel industry all over 
the world has been very high. Europe, for example, has had a tre- 
mendous advance in its economic activity, and they have called on 
us to export to them a great deal more steel scrap than formerly, and 
the export has grown as a result. Furthermore, in the last year our 
own steel and foundry industry have been running at a very high 
capacity, but here are the factors. 

No. 1, we are supposed to exercise our controls and to strengthen 
them on two bases—one of two: First, that we retain a sufhcient 
quantity of steel scrap, or other commodities, to assure a sound mobil- 
ization basis of industry in this country. In other words, if the export 
of steel scrap were of such quantity as to tear down our potential 
mobilization base for production we would have justification for 
further restriction. That is one. 

The other one would be that if the export had created such a short- 
age, and with the result had brought about an inflation factor of such 
importance that it threatened our economy we then on that premise 
would have justification to further restrict exports. 

The Crairman. You recognize the fact that these smaller plants 
are dependent upon scrap; don’t you? 

Secretary McCietian. We do; yes, sir. 

The Cuairman. And without it they would have great difficulty 
in competing with the larger plants. ‘They are high-cost producers, 
anyhow. 

Secretary McCietian. We recognize that the semi-integrated and 
nonintegrated plants and foundries are in a more difficult position 
because of their reliance on scrap than are the large integrated com- 
panies that have other ways of producing steel. 
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I would like to point this out, which has been one of the problems 
that confronts us: We are extremely sympathetic to the companies 
which have been put into a tighter squeeze than others. This is par- 
ticularly the smaller companies, because the semi-integrated are 
largely in that category. It has been more difficult for them, it is true, 
but that factor alone does not permit us to take action under the 
regulations under which we operate. 

The CuatrmMan. Don’t you think for security reasons it is very 
essential to keep the small plants in operation ? 

Secretary McCienian. To the security involved we must be alert, 
and take action in our judgment when circumstances warrant, but 
here are the two points on which we would work: Inflation, as a 
threat, and demonstrated so, or security. Now, that is a little different 
as we see it from taking steps to prevent a cost increase, or even to 
change the patterns of competition between different kinds of business 
within the country. We are not justified to act in that vein but we 
are on factors of inflation. 

On the basis of the record here is what we have learned. I would 
tell you, sir, that we have been very much concerned about this, and 
have tried to keep very close to the picture talking with the exporters 
of scrap, talking with the integrated companies, and with the semi- 
integrated companies, and the foundries as well. 

Mr. Brown. Mr. C ‘hairman, may I ask one question ? 

The CHatrrMan. Yes. 

Mr. Brown. Under this act you have authority to control what 
particular items ? 

Secretary McCietian. We are speaking now specifically of steel 
scrap. 

The Cuarrman. It seems to me the security problem could make it- 
self very prominent. In the first place, it seems to me it is very essen- 
tial to keep these smaller plants in operation, and there is another 
question as to whether or not this exportation of steel and iron scrap 
won’t eventually get into the enemy countries. 

I remember before the Second World War, all of these scrap yards 
were denuded of their scrap suddenly, and a lot of it went to Japan. 

Secretary McCietnan. That is true. I remind you at that time 
we had no Export Control Act. Furthermore, I remind you in the 
export controls presently exercised, including the control over scrap, 
we retained this surveillance as to where the end use results and I think 
it has been pretty effective, but on the security point, certainly you 
are right on this: If we are permitting steel scrap to fall into enemy 
hands, we had better take another look and we have been taking a 
very hard one, and if there is'any question on that point I think we 
could satisfy your queries as to the controls exercised on that point. 

We believe it is being prevented from falling into enemy hands. 
Let us take it from the other side. Here in our judgment is where 
the more serious threat probably would develop should one show: 
It is if there would be a shortage in this country of steel scrap which 
would prevent us from having an adequate mobilization base in the 
event of a disaster. That is the one on which we have given great 
attention, and on that point there has been a lot of disagr eement about 
this, but our inquiries and investigations have given us this evidence, 
that right through 1955 the inventories on hand by the companies 
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using steel scrap in the production of steel and in the foundries has 
been as high as it has been historically through the years. 

Mr. McDonoven. May I interrupt, Mr. Chairman / 

The Cuairman. Yes. 

Mr. McDonovcu. You mean on the overall inventory across the 
Nation ¢ 

Secretary McC.etian. I am talking on the individual company 
inventory. 

Mr. McDonoven. I am particularly concerned about this, because 
I know of two very severe cases in California, and California depends 
a great deal on steel scrap from the East because we don’t produce as 
much as they do in the East, where it has affected the price of soil pipe 
to the point that importation of soil pipe from foreign countries has 
successfully competed and undersold American soil pipe. They are 
almost running some soil-pipe manufacturers out of business in Cali- 
fornia on account of the exportation of steel scrap. 

Where is the pressure coming for the exportation of steel scrap ¢ 
Why is there such a demand for exporting it ¢ 

Secret: ivy McCietian. Well,.gzentlemen, to answer the question, let 
me make two points: In the first place, the price alone is not the 
factor that we consider primary at this time, but, rather, we consider 
supply and quantities within the country that are available for use. 

Now, I want to make this point very clear: The price increase, 
which I have reported has just about doubled in the year 1955, is 
important, and it has made it more difficult for the semi-integr: ited 
companies and for the foundries than for the larger firms. We » know 
that. We recognize it, but that in itself, because of the fact that it 
is not at this time a threat to inflation, does not jusify us acting, but, 
secondly, even in the West, according to our best information, Mr. 
McDonough, there still is available adequate supply if the price is 
to be met, but the price is high. 

Now, there are several reasons for the export of scrap. In the first 
place, as I have indicated, the economic activity in industry generally 
all around the world has been very sharply up in the last year or 
two and particularly in Europe. In Germany, for example, and 
in England, and, incidentally, in Japan, and in Canada, and in 
Mexico, the call for steel scrap from this country has stepped up very 
substantially. I have mentioned, I think, that just 2 years ago I 
believe there was about a million and a half tons a year, not more 
than that, I think, and last year it was 5,100,000 tons that were 
exported. 

The CHarrmMan. Do you think that was the cause entirely of the 
excessive exportation of scrap ¢ 

Secretary McCieLian. No, sir, but it certainly has been a factor. 
There are many reasons for the price. One of them has been the 
price increases that have taken place, in other things that go into 
make up the steel. The studies we have made of “this particular 
commodity as compared to other commodities used in manufacturing 
production reflects the fact that it has not been distorted out of all 
proportion at all, and that other things have advanced similarly in 
price, but the point is, gentlemen, that ‘the price is up, but the supply 
appears to be adequate “for several re: AsONs. 

The CHairman. What effect has the increase in exportation had 
upon the price of scrap domestically ? 
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— 


Secretary McC exian. It has had an effect of increasing it. It 


thas raised it. It has been one of the factors that has raised the 


price. It is not the only factor. It has certainly been an important 
one, Mr. Chairman. 

The CHairman. What proportion of the production of scrap 
the United States has been exported ? 

Secretary McCieitian. Could I turn it around and answer you by 
saying, what proportion of the bought scrap, that is, the scrap used, 
has been segeried as compared to the amount that has been consumed 
in the industry in the United States, and 1 would ask Mr. Borton, I 
think you have some figures on that. 

Mr. Borron. I can give you the figures on that, Mr. Chairman. I 
will read this statement, if I may. 

The total consumption of scrap in 1955, both purchased and home 
scrap—the scrap generated in the mill itself—was 81,873,000 short 
tons. Of this amount, purchased scrap, which is the tonnage collected 
in the open market and from which the export shipments must come, 
amounted to about 36 million short tons. 

Export shipments were approximately 5 million short tons, which 
amounted to 6 percent of the total scrap consumption in the United 
States, or was approximately 13 percent of the purchased scrap. 

Mr. Mutrer. How did that compare with the prior year, 1954? 

Mr. Borton. 1954 would have been about a million and a half tons, 
which would be about one-quarter of last year’s rate. 

The CHamman. What do you anticipate will be the exportation for 
the coming year? 

Mr. McCieLtan. We come to another point to which I was leading, 
Mr. Chairman. You will note I am sure that in the last several weeks 
there has been a sharp decline in the price of steel scrap, I think in 
the neighborhood of four to five dollars a ton downward. hb 
springs “from several reasons, one of the most important of which, 
ny opinion, is the fact that it has been determined through our siitets 
that the need for export of scrap during the year 1956 will be down 
rather substantially overseas. We have touched base with a number 
of our European countries in particular, and they have indicated, I 
think without exception, that they will require a good deal less scrap 
than they have been buying. We think that it is probable that the 
steel scrap situation will ease somewhat, looking back over the record, 
and recognizing that we have been through cycles of this order before. 

The CHairman. Mrs. Sullivan, do you care to ask a question ? 

Mrs. Suttivan. Yes, Mr. Chairman. Mr. McClellan, you mention 
the inflationary factor. Don’t you think that the inflationary factor 
has already entered into it? 

May I just quote a short paragaph from one of the many comps anes, 
small companies, that I have heard from in my district. This one 
company says: 

This excessive exportation has caused a serious shortage of high-grade scrap 
and has been a big factor in a price increase from $42 a ton to $51 aton. In an 
attempt to substitute materials for skyrocketting scrap prices our foundry, like 
others, has been using a higher percentage of turnings and borings, and high 
percentages of pig iron. This greater demand for these materials has prompted 


the scrap dealers to take advantage of the demand in increased prices on borings 
from $18 a ton to $32.50 a ton. 
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So from what I understand, these small foundries, not only in my 
district but all over, are being squeezed. Either they cannot get scrap 
or they have to pay exorbitant prices. So they either cannot buy it 
or they can’t afford to because the cost is too high. 

Secretary McCietian. Mrs. Sullivan, I agree completely that the 
price has risen sharply. 

Secondly, that it has been a more serious problem for the semi- 
integrated mills and the foundries than for the larger ones, but I 
would say that up to this time, based on our information, there has 
not been a shortage to the point of making it difficult, even to obtain 
it if the price is met, so there is a difference there. Once the price is 
paid, the supply is available. 

Now, the other two points I recognize, but now as to the effect of 
the price increase, bearing in mind that our responsibility must be 
geared to a threat of inflation, or the results that are building in 
creating inflation, the price of steel scrap, the best analysis we have 
been able to make, sharp as that increase has been, has not resulted in 
a serious threat of inflation in our economy, and there is a distinction 
there. It is one thing to have an increase in the price of scrap with 
all the difficulties involved, but it does not mean that we don’t have 
scrap, and all of our evidence suggests that we have an adequate sup- 
ply, but the price is high. 

Mr. Muurer. That isn’t the complaint we have been getting from 
people who need the scrap. The complaint we have been getting is 
that it is in short supply, and they cannot get it. 

Secretary McCLe.xan. Sir, I have personally tried to learn of one 
company that was unable to obtain scrap if they were willing to meet 
the market price. I have yet to find one personally. 

Mr. McDonoucu. Are you familiar with the southern California 
situation, Mr. McClellan ¢ 

Secretary McCLetitan. That is my home. 

Mr. McDonoucu. Iknow. I thought you would be. The producers 
of soil pipe there are in such severe competition with foreign soil pipe, 
because of our vag of control of export of steel scrap is permitting 
foreign pipe to come in and compete with American pipe. 

Secretary McCnLetiaANn. May I make a comment here, Mr. Mc- 
Donough: In the first place, I am aware of the fact that we had some 
diffic ulty in southern California on the soil-pipe situation. You will 
recall, 1 am sure, that the difficulty appeared to be that one of our 
foreign friends was violating the antidumping regulations on soil 
pipe specifically in that area; that our Government took a position 
on it and took an action under the antidumping law. I think that 
there may be some confusion as to what was involved in this particular 
situation. 

I want to make it clear that we recognized at once that there has 
been a sharp increase in the price of steel scrap, that it has worked a 
hardship on certain segments of industry especially, but, on the other 
hand, we report that to the best of our appraisal as of the present 
moment there is not a shortage. There is merely a high price, and 
that on the basis of the price increase there is not at this time a threat 
toward inflation of such importance that we could justify action at 
this time. 

Mr. Bouron. May I inquire briefly on that point right there, sir ? 
Isn’t it a fact that if the price of steel scrap rises in the amount that 
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it has that it so affects only semi-integrated steel companies who are 
unable to put pig iron in in place of a certain percentage of scrap, 
and they are ease to increase their price of steel and, therefore, 
there is a real inflationary effect ? 

Secretary McCietian. Well, Mr. Bolton, when we can determine 
that the resulting price increases, the price increases resulting from 
the increase in the price of scrap are such as to create a serious threat 
of inflation, we will have justification for action and we certainly have 
taken that into account but if you take a look at what has happened in 
the price of steel; we have done so and we have not been able to find 
that there has resulted inflation or a serious threat of inflation at this 
time. 

The Cuarrman. We are going to hear the industries on this ques- 
tion which is involved on March 6. We will go into it then. 

Mr. Patman. If appropriate to do so, Mr. Chairman, I want to ask 
permission to ask the witness some questions. 

The Cuarrman. Certainly. 

You say there is no shortage because if they are paying the price 
they can obtain the goods? 

Secretary McCietian. That is right. 

The Cnarrman. But that prices them out of the market, doesn’t it, 
the small fellows? 

Secretary McCietitan. Mr. Chairman, it has certainly made it dif- 
ficult for them, and I only am trying to point out the fact, that the 
fact that they have this difficulty is not in itself a basis which in our 
judgment, warrants further action. We have to opearte under the 
laws that you gentlemen have written, and our responsibilities and 
authorities are clearly defined in this act, and we are not warranted, 
because of the fact that the semi-integrated firms and the foundries 
are in a squeeze, as we recognize them to be; the fact that they are in 
that situation does not warrant further action under the law. While 
we are very sympathetic, and we are certainly conversant with the 
difficulties of industry, and we want to do what Government prop- 
erly should do to be helpful, in the matter of export control, we are 
not authorized to act on that premise. I wanted to make that point. 

The Cuarrman. Under a liberal construction of it you might give 
them some help on the grounds of security; mightn’t you? 

Secretary McCretian. If we can find a security determination that 
justifies action, we certainly would be alert to that, and we have scruti- 
nized with the greatest care to make certain that we have a proper 
understanding of what is involved here. 

Mr. McDonoven. Do I understand you to say, Mr. McClellan, 
that if the 5 million tons that your assistant just recited as being the 
total amount of export last year were controlled and not exported, we 
will say, to one-half that amount, that that additional supply available 
for the users of scrap in the United States would not have reduced 
the price of scrap in the United States to the point that they could 
have competed with the foreign soil pipe ? 

Secretary McCietian. I am certain, Mr. McDonough, if we were 
to restrict export steel scrap substantially it would conceivably have 
an effect on the price domestically, but I can assure you that we have 
no such justification to do it for that reason. 

Mr. Nicnorson. Will you yield? 

Mr. McDonovueu. Yes. 
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Mr. Nicuortson. Do we get the same price for serap in Europe, for 
instance, as we pay in this ¢ country ? 

Secretary McCie.tian. The sale of steel scrap is out from under 
the control of our Government in terms of price. The exporters are 
individuals who are in the business of exporting materials of various 
kinds, including the steel scrap, and the price they get for it is such 
that they find it profitable to buy it and sell it. T hat is their business. 

Now, certainly it is true that the markets overseas have been such 
hat they can sell it at a profit or it wouldn’t be going, but I cannot tell 
you what the prices are specifically. 

Mr. Nicnoison. Do they sell at the same price per ton to England or 
Germany as they do to steel companies in California? Is the price the 
same ¢ 

Secretary McCLe.ian. I think in general that they get more money 
when they sell it overseas because of the freight factor. 

Mr. Nicnoitson. They get more money that we appropriate for 
building up armaments, or something like that ¢ 

Secretary McCuetxan. I think this is sold for cash on export from 
our people to people overseas who are largely in private business. 
This is handled as everything else is exported that is sold through the 
exporters in this country, any number of them, who will get the ma- 
terial and have a license to sell it, and ship it, and they do it on the 
standard terms of trade. 

Mr. NicHoxison. Could you tell me how much per ton they pay in 
Germany, for instance, for scrap that we send ¢ 

Secretary McCie.ian. I don’t know. Do you know, Mr. Borton / 

Mr. Borron. Mr. Nicholson, I believe the ocean freight runs in the 
neighborhood of $15, and then there is $1 or so extra cost for assem- 
bling the cargo, so that the price delivered in Germany usually runs 
about $17 a ton more than the price here in the United States. 

Mr. Nicnotson. What would be the price delivered in Colorado ? 

Secretary McCLettan. While he is looking that figure up, I want 
to make a point—— 

Mr. Nicnoison. Or any other place. 

Secretary McCuetian. One of the problems of steel scrap is that 
this is a heavy commodity, and the freight factor is a high one, and it 
creates a diffic ulty, partic ularly along the seaboards, both east and 
west, when this export level is high, because it has the effect of drain- 
ing away from the seaboard the quantities of steel scrap that accumu- 
lated here and there, on the farms and in private places of business, 
When that is drained out for export it means that those industries 
along the coastline have to haul it farther, and that has an effect, too, 
on price. The price factor is determined in part by how far you have 
to haul it, which differs in different parts of the country. 

Mr. McDonoveu. Do I understand you to say you don’t have au- 
thority to restrict the control as far as the present act is concerned ? 
You haven’t got a justifiable reason for restricting control ? 

Secretary McCiettan. We have, but we don’t have it merely to 
change the price. We have it on one of two bases: We don’t have the 
authority to manipulate the controls in order to protect an industry’s 
competitive situation. 

Mr. McDonoveu. You don’t have? 

Secretary McCLetian. No, sir. Only to the effect—I can be cor- 
rected by our counsel, who is here—only to two points: One, if it has 





ol SRNR A nthe AR OP WP Ei 


mivettane 


eli D Cs ath 


astinatipeean 











REGULATION OF EXPORTS 25 


a serious threat of inflation in our economy, or, if it has the threat to 
our mobilization base through short supply. 

Am I correct in that, Mr. Counsel 4 

Mr. Sutxtvan. Will the gentleman yield just a moment? 

Secretary McCienan. May I get an answer from our counsel 
first ? 

Mr. Osrrorr. My name is Nathan Ostroff. 

The Export Control Act authorizes us—by the way, it is quoted 
in the back of that report that you have on your desk, in one of the 
appendices—the Export Control Act authorizes as one of its pur- 
poses the use of these controls for preventing a short supply situation 
affecting the domestic economy. I think what the Secretary is saying 
to you 1s that we have the authority to operate in the field of short 
supply but we must have a justification in terms of short supply. That 
is, We are required to use the authority only “to the extent necessary.” 
In the case of scrap the justification thus far is enough in our judg- 
ment only to warrant the imposition of the licensing controls but not 
the imposition of restrictive quotas. We are regulating the exports 
of scrap. It requires a license, and our law permits us, and we are 
using it to that extent. 

Mr. McDonouen. It is a matter of interpreting the intention of 
Congress, I suppose, in a matter of that kind. In reading the policy 
of the present act, it says 





The Congress hereby declares it is the policy of the United States to use export 
controls to the extent necessary, (a) to protect the domestic economy from 
excessive drain of scarce materials— 

which, of course, would increase the price if you permit it— 

and to reduce the inflationary impact of abnormal foreign demand. 


Those are the two pertinent things we are talking about. The 
thing that I find in southern California is that we from a geographic 
point of view are removed from the large market for scrap steel. We 
don’t produce enough from the industry itself out there to depend 
upon scrap steel from a domestic source. We have to go into the 
eastern market, and the eastern market finds that—the eastern gath- 
erers of scrap steel evidently find it more profitable to export the 
scrap steel than to sell it domestically. 

We have both the freight problem and the shortage of supply. As 
a result of that the soil pipe, especially the soil-pipe manufacturers, 
have felt the impact of this whole thing to the point that they are now 
way out of line as far as price is concerned to foreign soil pipe from 
foreign sources, and it has got to the point of being very serious. 

What I was thinking about, if you need additional authority in this 
act to provide some geographic controls, some control on a geographic 
basis—and I don’t suppose California is the only spot in the Nation 
that is affected on a geographic basis—I think we ought to write 
something into the act to give you that authority. 

The Cuarrman. Mr. McClellan, the export market is considered a 
very desirable market for the scrap dealers, isn’t it ? 

Secretary McCietian. Yes, it is. 

The Cramman. And you are under constant pressure from those 
who deal in scrap to increase the number of licenses and the amount 
you can export; isn’t that true? 
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Secretary McCLe.ian. No, sir; that has not been the case. I think 
that there has been this kind of report coming in from the steel scrap 
exporters: They feel like there is an adequate supply. They take a 
different position, of course, from the people who are trying to curtail 
the exports. There are differences of opinion in this, and we have 
tried to avoid taking a position on either side, but rather to get the 
facts and let them determine these things. 

Is there a shortage? That is the first thing, and do we have in- 
flation as a result, or are we seriously threatened with it is the other. 

Mr. Mutrer. Are those the only two things you take into account ¢ 

Secretary McCreuzian. I think they are the primary ones. 

The Cuarrman. Isn’t the price the result of the supply and the 
demand ? 

Secretary McCLeLian. Beg pardon? 

The Cuarrman. I say, isn’t the price the result of the supply and 
demand ¢ 

Secretary McCLetian. Yes, it is. 

The CHarrMan. You might say there is no shortage because they 
are paying exorbitant prices for the commodity. It could be obtained. 
1 should think the shortage ought to be based upon the practical effect 
it has upon the price of the commodity, and if you price them out of 
the market, it is Just as disastrous as if they couldn’t get it. 

Secretary McCievian. Mr. Chairman, I would like again to bring 
to your attention the fact that our domestic mills are the biggest and 
best customers of these same people that are the scrap dealers. Sec- 
ondly, that the biggest impact toward price increase has not been the 
exports but the domestic requirements. It isn’t the exports alone that 
have caused this price increase. It is the tremendous consumption 
that has taken place in the past year. 

Also the fact, which has had some effect on our own judgment in 
this, that the indications are that we have passed the peak in this 
crisis, as we have done long since in other periods like this. 

The Cuamman. If there had been no increase in the exportation— 
if it had remained about a million tons, as it was in previous years— 
what effect would that have on the domestic price ? 

Secretary McCie.ian. That is a pretty good question, Mr. Chair- 
man. Idon’t know. I can assure you the price would have increased, 
but perhaps undoubtedly not somuch. Iam not certain at all that the 
complete cutoff of all exports of steel scrap during the past year would 
have completely removed the problem that we have had during the 
past year, bearing in mind that we are talking about 6 percent of the 
consumed steel scrap that is involved in this export. 

The CuarrmMan, If you put that in the market it would have a mate- 
rial effect on the price? 

Secretary McC ie.uan. It could have. 

Mr. Wipnatt. Mr. Chairman. 

The Cuarrman. Mr. Widnall. 

Mr. Wipnatt. In your statement you said that you do not approve a 
license if you have reason to believe that the goods may be diverted 
to the Soviet bloc. 

Secretary McCietxan, That is right. 

Mr. Wipnatt. What assurance do you have that these goods aren’t 
going just to replace other goods that are going into the Soviet bloc? 
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Secretary McCietian. Steel scrap is an embargoed item in the 
Western World today. I mentioned earlier—and there is a document 
here to support it in greater detail, which has been given ot the staff— 
that we have and exercise rather strong controls over anything that we 
issue licenses to export to the free world countries, and that we have 
an intelligence service and followthrough and coordination between 
their controls and our own which we think is quite effective on any of 
the licensed items that are shipped to free world countries, to prevent 
their falling into the Communist bloc hands. 

Mr. Wipnatu. Does that include all the items that are under export 
control ¢ 

Secretary McCietxan. All of the items that are on the positive list, 
the items on which we require licenses ; yes. 

Mr. Murer. Will you yield? 

Mr. Wipnatu. Yes. 

Mr. Mutrer..I don’t think you answered Mr. Widnall’s previous 
question, You answered us by telling us what happens to the scrap, 
and how you control the scrap. His question was what happens to’ 
the end-use item. How do you know what happens to the steel that is 
produced by using this scrap? Do you know where the finished prod- 
ucts go from one of these friendly allied countries that is making steel ? 
What happens to the end-use item, either the steel or the armament 
they make from the steel ? 

While we are directing ourselves to scrap and steel at the moment, 
the same questions apply to all of these items that they are sending out. 
In other words, what control, if any, do you have, what intelligence, 
if any, do you have as to what happens to the end-use items that are 
going behind the Iron Curtain ? 

Secretary McCietitan. Mr. Multer, we do have intelligence on the 
uses that are made of the steel scrap in general terms, on the reports 
that we get about the trade in the Western European countries, and 
others, East and West. 

Mr. Mutter. Is that intelligence within the Commerce Department, 
or do you rely on our Foreign Service, or the Defense Department ? 
How does it come to you ? 

Secretary McCietLan. A combination of all. 

Mr. Muurer. You have your own intelligence officers ? 

Secretary McCLe.uan. Yes, sir. 

Mr. Mutter. You use the Foreign Service intelligence officers, and 
all the other intelligence agencies that the Government has available? 

Secretary McCLetian. Yes,sir. We have our own commercial intel- 
ligence service, which is quite a thoroughgoing organization, because 
of our special responsibility in terms of commerce, and the flow of 
goods overseas. 

As I mentioned earlier, if we ship an item that is listed on our posi- 
tive list to a free world country, and it is in the A category, something 
that we think has direct relation to potential defense or war produc- 
tion, we require that the government of that country certify itself as 
to the use of that product within that country, and that we know in 
xdvance what that is or they don’t get it. 

We have to approve that. 
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Mr. Muvrer. For instance, does your Department have information 
as to what arms and armaments have been shipped out of the Iron 
Curtain countries to other parts of the world ? 

Secretary McCietitan. We have in quite a specific way, but I would 
remind you that our controls do not include anything in terms of arms 
or armament. That is handled in a different way through the State 
Department and Defense. 

Mr. Murer. Arms and armaments are definitely the end-use prod- 
uct that comes out of scrap steel, following it through the steel and the 
use of the steel. 

Secretary McCietian. That is in other countries. So far as end- 
uses overseas, we do, but, so far as our own handling of those problems 
in the fabricated form here, that is not in Commerce. 

Mr. Muurer. Can you supply us with the information as to the ex- 
ports of steel and steel products from each of the countries that receive 
any scrap from us? 

Secretary McCieiian. I am sorry, I didn’t quite get that. 

Mr. Mutrer. For instance, we shipped into Belgium and Luxem- 
bourg during 1955, 89,500 pounds of scrap, steep scrap. 

Mr. Bouron. Pounds or tons? 

Mr. Mutrer. Tons of steel scrap. 

England received 785,000 tons of steel scrap that year. Can you 
give us how many tons of steel or steel end-use products Belgium, 
Luxembourg, and England shipped during that same period? 

Mr. McDonovuau. To the Soviet bloc. 

Mr. Murer. To the Soviet ? 

Mr. McDonoven. From where? 

Mr. Mutrer. Take it step by step. If he has it broken down for 
each Iron Curtain country, fine. 

Secretary McCietxian. I believe we could get those statistics for 
you. 

(The data requested is as follows :) 
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Trade of selected countries in iron and steel mill products, with world and with 
Soviet bloc, 1954 and January—June 1955 


[Quantity in thousands of metric tons; value in thousands of dollars] 





























| 
Exports | Imports 
| 
Country and period World | Soviet bloc | World | Soviet bloc 
} | | | | 
Quan- : Quan- | y,;,,. | Quan-| y, | Quan- | ,,, 
tity Value | tity | Value | tity | Value | tity | Value 
‘amc tll eres betes 
Belgium-Luxembourg: | | 
7 Vigheg We Bel ie Ee 4,637 | 479, 769 | 75 | 9,932] 531 | 61, 694 | 35 | 2,166 
January-June 1955-_.....-.-.-- 2, 780 312, 329 | 39 5, 407 | 378 41, 026 | 40 2, 215 
France: | 
iii i335: peel eg nme 4,206 | 473,649 | 118 | 16,004 | 537 | 64, 065 | baw Pe oe 
January-June 1955__......-.-- 2,963 | 336, 329 | 98 | 16, 987 | 389 | 50, 667 Se aS 
Germany, Federal Republic of: ! | } } | } 
| RS Say eee a 2, 947 364, 437 75 | 15,126 | 2,051 | 217, 347 | 1 | 44 
January-June 1955_._------.-- 1,519 | 201, 664 | 240 | 9,171 | 1,545 | 170,745 | ll 702 
Italy: | } | | | | 
eae ee eS 210 | 33,020 | 5} 1,178] 927] 102,050 | 43 | 2,495 
January-June 1955_.....-.--- 189 29, 886 | 3 | 436 510 56, 293 | 36 1, 632 
Netherlands: | | | 
fl gl alltel 628 | 65,593} @) | 82} 1,506 | 181,020 | 4 | 291 
January-June 1955___--..---- 405 45, 555 3) | 206 | 967 | 118,952 11 | 998 
United Kingdom: | 
WERdd SSS 5. Ji cake bet ncuueued 2, 393 383, 225 | 8 | 1,818 | 777 | 79,036 122 4, 906 
January-June 1955-.-.......-- 1, 398 215, 630 | 1 | 287 | 915 109, 489 98 4, 337 
Japan: 
A een eee ----| 1,187 | 167,272} () 71 | i nd een ee 
anuary-June 1955_-...------ | "908 | 117,300} 2] 372) 49] 4,944 [22 -IITTPTTTTII 
Canada: } | } | 
EES SEE aR AP oe ee (4) | a Fe 1 B® | Seem l-neena-= 
January-June 1955__...-..---| (4) 30, 638. |........|-.-.----| @® | 81,332 
Mexico: | } | 
1954 oF: > eens ws (3) (5) |} (4) | (4) 188 33; (4 (4) 
January-June 1955__ ..-.....-| 6] @, 6) (4) (4) | 1 47 710 (4) | (4) 








1 Excludes trade between the Federal Republic and the Soviet Zone of Germany. 

2? Excludes quantity for China for which exports valued at $2,000 were reported. 

3 Less than 500 metric tons. 

4 Not reported in source. 

5 Less than $500. 

6 Tubing only. 

7 Wire, bars, hoop, tinplate, pipe and fittings, rods, and sheets, only. 

NoteE.—Steel mill products include pig iron, ferroalloys, ingots, blooms, sheet bars and other primary 
forms; joists, girders, angles, shapes, sections, bars and concrete reinforcement rounds; universals, plates 
and sheets; hoop and strip; railway rails and track construction accessories to rails; wire rods and wire; 
steel tubes and fittings; iron pipes and fittings; and castings and forgings. 

Soviet block countries include Albania, Bulgaria, Czechoslovakia, Soviet Zone of Germany, Hungary, 
Poland, Rumania, U. 8. 8. R., and mainland (Communist) China. Data for French exports inelude trade 
with Taiwan as well as that with mainland China. 


Sources: OEEC Statistical Bulletins, 1954 and January-June 1955—Unpublished official trade statistics 
United Nations Commodity Trade Statistics, January-June 1955—Mexico, Revista, August 1955. 


Prepared by International Economic Analysis Division—Bureau of Foreign Commerce United States 
Department of Commerce— March 1956. 
Secretary McCietian. I would remind you, gentlemen, that there 
is another very odd factor that gets into this that we have discovered. 
When you analyze the trade that obtains between the East and other 
free gt countries not ours, it is surprising to see that there is a 
transshipment to and from on both ways of steel items. It is an 
odd thing. We can get for you, I believe, Mr. Multer, the informa- 
tion that you have requested. 
Mr. Murer. The gentlemen of the committee should know that. 
I now want to address myself not only to the item read from the 
declaration of policy by Mr. McDonough, subdivision (a), but to 
subdivision (b) and (c), and particularly to (c), which requires 
vigilance over exports from the standpoint of the significance of the 
national security—I think it is even more important than (a) and 


(b). 
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30 REGULATION OF EXPORTS 


Secretary McCuetian. I agree with you, sir, and so does industry. 
We have had no complaint on that score, on the exercising of our re- 
sponsibility toward that end. 

I believe that based on my knowledge of what we are doing, that 
from the security standpoint, (a) the maintenance of mobilization 
base requirements in terms of broad inventory in this country, we are 
doing our job under present controls and use. 

Secondly 

Mr. Brown. The Government does not own any of this? 

Secretary McCLe..an. No, sir. 

Mr. Brown. Therefore, it cannot exchange it for critical material 
for defense purposes ? 

Secretary McCuievian. No. We have no steel-scrap stockpile in 
the Government hands, but so far as maintaining adequate supplies 
in this country for purposes of mobilization base, that is the home 
inventories, we think that we are doing our job properly, From the 
standpoint of the control of steel scrap to overseas shipments, and 
preventing its falling into enemy hands through carelessness or poor 
control on our part, I honestly believe we are doing a good job. We 
are very happy to get for you such information as you would like 
that is availiete to us to support that conclusion, but I assure you, 
based on the documents here, and the experience I have had working 
with out people in it, I think we are doing an excellent job on that 
score. 

Mr. Murer. This is an open hearing, and whatever you furnish 
will go into our record. If you indicate to us that it is classified, we 
shall withhold it from the record. 

Secretary McCietxian. There is nothing classified that I have stated 
thus far. 

Mr. Tatte. Mr. Chairman. 

The Cuairman. Mr. Talle. 

Mr. Tatie. Mr. McClellan, will you turn to page 4 of your statement. 

Secretary McCieuian. Yes, sir. 

Mr. Tauxe. I am quoting now from your paragraph on security 
export control. 





Our regulations require that validated licenses be obtained for all commodities 
prior to export directly or indirectly to the Soviet bloc. Obviously, the simplest 
part of the task relates to proposed direct shipments from the United States 
to Soviet bloc destinations. Generally speaking, applications for such exports 
are approved only in the case of nonstrategic goods. 

What goods would be included under the term of nonstrategic? 

Secretary McCLetian. Quite a variety of things, items that would 
be considered unrelated to the potentials of warmaking. If you would 
like an example, I would ask Mr. Borton to give you a few. 

Mr. Tate. Yes; if you will. 

Mr. Borron. When we get that kind of an inquiry from the trade, 
and we get a good many of them because people want to know the 
Government’s position before they solicit business from behind the 
Iron Curtain, we normally say that an item which is not on our 
positive list is likely to be approved. There is a presumption for 
approval of items which are not on the positive list. The positive 
list is a published list of items that are either strategic or are in short 
supply, on which an export license is required, even to friendly destina- 
tions, so that that is the first rule of thumb. 
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Now, there are some exceptions to that general rule, but it includes 
commodities like agricultural equipment, of which we have licensed 
some in recent months, food products; we have licensed quite a lot 
of hides and skins, of wool rags, of tobacco and tobacco products, of 

encil slates, some textile machinery. Those have been the major 
items in the last year or two. 

Mr. Tattr. Yesterday’s newspapers stated that farm machinery 
and also seed for planting were being shipped to Russia. 

Secretary McCieiiAn. That is correct. 

Mr. Tate. Do they go under license ? 

Secretary McCiLetian. They do; yes. 

Mr. Tatue. May I turn to the next paragraph: 

Indirect shipments to the Soviet bloc via friendly countries present a more 
difficult problem because we must recognize the real possibility that even where 
United States goods are shipped to friendly countries, ostensibly for use there, 
they may be intended to be resold and shipped to the Soviet bloc. 

Now, that raises a question which I have brought to the attention 
of our committee before. Hong Kong used to present a difficulty in 
that connection, and then, after policing was’ enforced there, Macao, 
not far away, began carrying on extensive trade, so there was really 
no genuine gain in the policing of Hong Kong without equal policing 
in Macao. ‘That involved cooperation of foreign countries. I am 
wondering what cooperation you are getting from them ? 

Secretary McCietxian. I would report that we are getting improv- 
ing cooperation, and it has been quite good during the past year. The 
other countries are giving us the help that we think we need in order 
to identify violators, and to trace down violations when they occur, 
and they have occurred from time to time. 

I think it is indicated in my earlier report that when such viola- 
tions occur that not only are sanctions imposed, but the other countries 
who are friendly with us are cooperating in dealing with their own 
people where these violations are made. 

I think that in the main, the controls that we have through such 
cooperation are very effective today, and that it is rare indeed when 
there is a transshipment, which is a violation of the intent in the first 
place, that isn’t caught up with and when they are caught they are 
dealt with harshly. 

Mr. Tate. I understand Great Britain has cooperated, but the testi- 
mony I had prior to today was that we didn’t have equal success with 
the Portuguese. 

Secretary McCrieitxian. I would like to ask Mr. Borton to speak to 
that. 

Mr. Borton. I think it is fair to say we have had excellent coopera- 
tion with the Hong Kong authorities on controlling strategic materials, 
and to mainland China, which, as you know, is just across the bridge. 
They have trade in nonstrategic goods quite extensively. 

In Macao we haven’t had quite the same degree of success. That is 
Portuguese area. So in shipping anything directly to Macao or 
indirectly through Hong Kong to Macao, we get an individual cer- 
tification from the governor general of the island certifying that the 
goods will be used in Macao, because without that certification there 
is always a possibility of transshipment. 

Mr. Wipnatt. Would you yield? 

Mr. Tatur. Yes; I yield. 
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Mr. Wipnatu. Do you have any evidence that the same group or 
roups seem to in pattern be seeking licenses to export to the Iron 
Jurtain countries ? 

Secretary McCietian I would say, first, whenever we identify any 
violator he is not going to violate very long or he doesn’t get any 
license. 

Mr, Win. I don’t have that in mind. I have in mind, specifi- 
cally seeing a certain group that wants to do business with behind 
the Iron Curtain countries.. Do you have a pattern, or do you have 
newly formed corporations that seem to be seeking these licenses to 
deal with the Iron Curtain countries ? 

Secretary McCietian. Would you like to answer that ? 

Mr. Borron. I think I can answer that reasonably accurately. 

I would say in the last 2 years the applications for shipments to the 
Soviet bloc have been from what we would consider legitimate well- 
established firms. They are people whom we have known as traders 
throughout the world, and they are now taking advantage of the 
markets that are opening up there to ship these goods. 

I would say they are not usually what we might call marginal 
operators. They are ligimate operators. Most of them, I would say, 
are not newcomers. There have been some particularly with respect 
to the recent shipments of seed corn and agricultural equipment which 
was mentioned a few moments ago. Some of them are new firms in 
the export business but are well established domestically. 

Mr. Wipnaui. Thank you. 

Mr. Tatxe. It appears to me, Mr. McClellan, in reviewing what you 
say about checking and rechecking, that you are doing about all that 
is humanly possible to do. 

Secretary McCieLtian. We are certainly trying. 

Mr. Tatie. But I suppose it is extremely difficult, especially when 
goods are dealt in that require processing, and so forth. 

Secretary McCietitan. You mean when they are reprocessed ? 

Mr. Tauie. Yes, to follow a semiprocessed goods, for instance, to 
its ultimate destination and use. 

Secretary McCieian. That is true. It does not mean that we do 
not maintain intelligence service to find out what the end uses are, 
and to the extent that it is practical, and to prevent the end-use prod- 
uct becoming cne that we would not like to have go to the [ron Curtain 
counries with our raw materials in them. 

Mr. Tate. Short of outright embargo, I don’t know what more 
you can do. 

Secretary McCietian. I would like to add to that, if I may, to 
say that there are other factors which we have not mentioned. One 
of them is our earnest hope to retain the friendly relations with these 
foreign countries, that are working with us, and to prevent their own 
patterns of control from falling apart. That doesn’t mean we are 
going to sacrifice our own principles or policies toward that end, but 
it does mean that there is an element of some importance in the re- 
taining of good cooperation from these other nations. We have had 
good work on that from them. 

_ Mr. Tati. The good will of other nations certainly is extremely 
important. 

Thank you, Mr. Chairman. 

The Cuatrman. Mr. Patman. 
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Mr. Parman. Mr. Chairman. 

After “Secretary Weeks,” on the chart on page 38 of your. latest 
quarterly report, you have Assistant Secretary of Commerce for In- 
ternational Affairs, Who is that? 

Secretary McCuietxian. That is me. 

Mr. Patman. Mr. 

Secretary McoCievtan. McClellan. 

Mr. Parman. Now, then, who has charge of the Office of Export 
Supply ? B sas 

Secretary McCretian. Mr. John Borton is director of that Office. 
He is the gentleman here. 

Mr. Parman. Who is in charge of the Bureau of Foreign Com- 
merce, Office of Director? 

Secretary McCienian. Mr. Macy, and he is here. | 

Mr. Parman. Who is in charge of Advisory Committee on Export 
Policy ? - 

Secretary McCie.ian. I am the chairman. 

Mr. Patman. You are? 

Secretary McCrexnan. Yes, sir.. That is an interdepartment com- 
mittee. 

Mr. Parman. The same as to Export Policy Staff? 

Secretary McCrietian. Export Policy Staff 

Mr. Parman. Who composes that staff ? 

Secretary McCrietian. We have in our organization Mr. David 
Hockersmith, who is the Director of that staff. 

Mr. Parman. Who is in charge of the Office of Intelligence and 
Service ? 

Secretary McCietxian. Mr. Schnellbacher. 

Mr. Patman. Who is in charge of the Office of Economic Affairs? 

Secretary McCretitan. Mr. Robert Simpson is the Director of 
that Office. 

Mr. Parman. Is it a fact that you recently considered strengthet- 
ing or tightening up your export policy on scrap steel and serap iron? 

Secretary McCrettan. We have had that under consideration for 
many months, Mr. Patman. 

Mr. Parman. Isn’t it a fact that Secretary Weeks recommended that 
something be done along that line? 

Secretary McCretuan. I have had personally—I will answer your 
question directly: I have had numerous conferences with Mr. Weeks, 
and with the people in the domestic side of the Department of Com- 
merce, who are those closest in contact with our American industries, 
and particularly with the steel industry in this case, and we have 
determined on the basis of the information that has accrued as a result 
of a study made in the last 60 days that it is not advisable at this 
time to make more stringent controls on export of steel scrap. 

Now, the study that has come out 

Mr. Patman. Well, of course, I just asked you if you have been 
studying it. 

Secretary McCuetxan. Yes, sir. 

Mr. Parman. And the answer is that you have? 

Secretary McCietian. Yes, sir; for some time. 

Mr. Parman. Do you have close coordination between the Depart- 


ment of Commerce and the Department of State and the Secretary 
of the Treasury ? 
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Secretary McCuietuan. Yes, sir. 

Mr. Parman. In what way do you have coordination? Do you have 
certain committees set up, and on these committees you have these 
departments? 

ecretary McCrietian. Mr. Patman, the Advisory Committee on 
Export Policy is a committee which I chair, and on which is repre- 
sented the State Department, Defense, Agriculture, and others who sit 
with us as we study the problems involved here. 

Mr. Parman. What about the Secretary of the Treasury ? 
Seouters McCuettan. The Treasury Department is represented 
also. 

Mr. Parman. Is on this one group? 

Secretary McCuevzan. They sit in whenever their Department is 
involved, and there is a question in which they have an interest. They 
also are heard. 

Mr. Patman. What I mean, on this group you have representatives, 
when it is pertinent, of the Department of State and the Secretary 
of the Treasury ? 

Secertary McCietian. Yes, sir. All of the departments concerned 
have a voice in the recommendations. 

Mr. Patman. Is it correct that Secretary Weeks recommended 
tighter controls, and Mr. Herbert Hoover, Jr., and Mr. Humphrey, 
Secretary of the Treasury, opposed tighter controls? 

Secretary McCietian. Well, sir, if that is the case I am not aware 
of it. The position that I have in my office—and I am the man who 
is directly responsible for the supervision of the Bureau of Foreign 
Commerce, and for the Office of Export Supply, and from which 
come the specific recommendations to Mr. Weeks as to what is done— 
my position is, and his concurrence is clear, that we do not at this 
time exercise more stringent controls under the responsibility we have, 
and under the situation as we have found it as a result of a study 
completed within the last 30 days. 

Mr. Parman. That is the information you get from Mr. Weeks, 
isn’t it? In other words, you are acting under instructions from 
Secretary Weeks? 

Secretary McCievtan. Mr. Patman, always I am under the instruc- 
tions of the Secretary of Commerce, but may I say that in this case 
the Secretary of Commerce has not overruled the recommendation that 
I have just offered to you as being the one that is suggested by the 
circumstances we find today, and his concurrence on this is clear. 

Mr. Parman. All right. 

Now, I note you have a lot of upgrading of steel scrap that enters 
into the market price in this country, that has been somewhat alarming. 

Secretary McCietian. I am not aware of that sir, but I am aware of 
the fact that we have had a substantial drain on the high melting 
element in the steel scrap, which is the more important and the more 
critical part of the steel-scrap situation. 

Mr. Parman. You realize—I think you have expressed it—that the 
exportation of steel scrap hurts the nonintegrated and the semi- 
integrated companies a lot more than it hurts the integrated companies. 

Secretary McCietian. That is my impression; yes, sir. 

Mr. Parman. And the integrated companies use iron ore in prefer- 
ence to scrap ¢ 
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Secretary McCuetian. If the price suggests it; yes, sir. They are 
more flexible in their operations, I believe. 

Mr. Parman. Has the price of iron ore gone up along with the price 
of scrap or has it remained stable ¢ 

Secretary McCretian. Mr. Borton ? 

Mr. Borron. I think it may help some in this discussion of price, 
Mr. Patman, if I read the figures on the price indexes published 

Mr. Parman. I don’t want the figures. I want you to answer my 
question, if you please. 

Has the price gone up on iron ore alone or has it remained about 
stable? Itisa very general question. 

Secretary McCuietian. It has gone up 61 percent over the base 
period of 1947-49. 

Mr. Parman. That is iron ore? 

Secretary McCietxian. Iam talking about pig. 

Mr. Parman. Of course, that reflects the price of iron ore, too. 

Secretary McCuiexian. I beg your pardon; that was iron ore. 

Mr. Parman. That was iron ore, 61 percent since the base period 
1947-49. What has scrap gone up ? 

Secretary McCietxan. 126. 

Mr. Parman. 126 percent ? 

Secretary McCietian. That is right. 

Mr. Parman. Inthe recent past 

Secretary McCietian. I beg your pardon. Just a minute. May I 
check my figures ? 

Mr. Parman. You might have the wrong base period there. 

Secretary McCietxan. May I restate this? 

The iron ore has gone up 61 percent. It is now at 161, for the 
period 1947-49 asa hundred. That means 61 percent increase on iron 
ore. Pig iron has gone up 41 percent. 

On the steel scrap, the increase is 26.4 percent. 

Mr. Parman. Steel scrap, 26.4. In other words, the iron ore went 
up twice as much ? 

Secretary McCietian. That is right. 

Mr. Parman. During the recent past—the last 2 or 214 years—I 
believe the steel scrap has gone up a lot, hasn’t it ? 

Secretary McCLeiian. Yes, sir. 

Mr. Parman. Has iron ore gone up in price along with it, or has it 
exceeded the increase? 

Secretary McCiettan. Let me check my figures just a minute. 

Mr. Borton will get that statistic for you. 

Mr. Mumma. While he is looking it up, Mr. Patman, a lot of the 
ores produced by captive mines are the same as coal and limestone. 

Mr. Patman. That is what I am getting to. 

Secretary McCLe.tian. A year ago the price, according to Iron Age, 
figures, was $36.33, as of February 19, 1955. 

Mr. Patman. That is scrap? 

Secretary McCLe.ian. Steel scrap. As of February 14, this year, 
it was $49. 

Mr. Parman. That is up about 25 percent? 

Secretary McCretian. That is right. 

Mr. Parman. What about iron ore? 

Secretary McCLE.uan. I am sorry, I don’t seem to have the increase 
in iron ore for the last 12 months. 
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Mr. Parman. Can you state with reasonable certainty that the iron 
ore has gone up in price as much or if not more than the steel scrap? 

Mr. Borron. Mr. Patman, I am sorry; I haven’t got the exact fig- 
ures. I know the price of ore was recently raised. I think it has 
not gone up as much as scrap during the last year. 

Mr. Parman. Byt it has been recently raised ? 

Mr: Borron. Yes. We can get those prices for you. 

Mr. Parman. The big integrated steel companies find it in their 
interest to keep scrap being exported. It not only doesn’t hurt them, 
because they can get their supply of needed raw materials in the form 
of iron ore, which they have, but it also inconveniences and harms and 
renders thus ineffective their smaller competitors over the country. 
In other words, they are relieving the smaller competitors of their 
source of materials by sending it overseas, but it doesn’t hurt them 
because they have got plenty of iron ore. 

Secretary McCie.tian. That is not the report they give us.- The 
big companies were the first to get on us and protest the high export- 
ing of steel scrap. 

Mr. Parman. Do you know which companies? 

Secretary McCrietian. The large companies. 

Mr. Parman. The large companies? 

Secretary McCietian. The biggest companies; yes, sir. They are 
as much concerned, have been throughout this controversy, as have the 
others. 

Mr. Parman. I was talking about the interests that they would have, 
just natural, selfish, private enterprise system interest. Everyone 
takes care of themselves. I am presenting the argument for whatever 
it might be worth, that the big steel companies do not have the justifi- 
‘ation for opposing export of scrap because they have an alternative 
supply of basic metal in the form of iron ore, which they have plenty 
of. Therefore, they are not as much interested, normally, in serap 
exports—I am not talking about anything that has been done—they 
wouldn’t have as much interest as a small integrated or semi-integrated 
concern that is dependent entirely upon steel scrap. 

In other words, to the small companies, scrap means their livelihood. 
Therefore, they are more interested than the big company. Then you 
know self-interest is part of our private enterprise system and people 
look after their own interests, and corporations expect them to because 
they are composed of individuals, human beings. The big companies 
have self-interest in not objecting too much about it because it not only 
doesn’t hurt them but it kind of disarms their competitors over the 
country. Their competitors cannot get the raw material that is basic 
and necessary for them to have to do ata, on. 

Mr. Boron. Would you yield for one question ? 

Mr. Parman. I will be glad to yield. 

Mr. Bouron. Doesn’t it depend not just on the fact that company 
A or company B is making steel, but the type of steel which is being 
made, also? 

Mr. Parman. Yes,sir. The type enters into it. 

Secretary McCieLian, May I say in answer to this question which 
I fear is more of a statement than a question, Mr. Patman, that the 
statements you offer don’t seem to reconcile with the views of the indus- 
try nor-with the facts as we find them. 








ron 
ip? 
fig 
has 


elr 
em, 
rm 
und 
ry. 
1e1r 
lem 


rhe 
ort- 


are 
the 


ave, 
one 
ever 
ti fi- 
tive 
snty 
rap 
they 
ated 


ood. 
you 
ople 
ause 
nies 
only 
the 
yasic 


any 
eng 


hich 
t the 
\dus- 





REGULATION OF EXPORTS 37 


In the first place, there has been a 61 percent increase in the cost of 
the iron ore, since the base period of 1947-49; secondly, these larger 
companies, who use steel scrap in very substantial quantities, huge 
quantities, are very much concerned about it themselves, because it 
does interfere not only with their costs but with their operations, and 
with their production. Some of them have told us that if this did get 
out of hand it could result in their having to bank their fires, the point 
being that while they have more of an opportunity to substitute and 
to move in another direction than do the semi-integrated or noninte- 
grated companies, it is not so simple as to suggest that they do not 
have a major problem if there were a drying up of the supply of steel 
scrap, which is not the case, so that it isn’t quite so clear-cut as that. 

Mr. Mutter. The steel scrap supply is not drying up? 

Secretary McCietian. No; I say if it were drying up that would 
not mean that they would not be penalized. I did make the point, and 
I want to be sure this is clearly understood, that on the basis of our 
information there is not evidence to suggest that the steel scrap supply 
in this country is drying up. There is no evidence to that conclusion. 
There is evidence that it has to be hauled farther, that the price has 
risen because the demand has been very high. There is also evidence to 
suggest that we have passed a crisis in it, which is a very important one, 
because the price is declining, has declined about $4 to $5 in the last 
few weeks, and the evidences are that the overseas needs will diminish 
during 1956. 

Mr. Patrman. In the exportation of scrap, a lot of it goes to Japan 
now. In fact, more goes to Japan or went to Japan during 1955 than 
went to Japan in 1937 ; is that correct, or not ? 

Secretary McCietxan. I don’t have the figures. 

Mr. Borton. That is correct. 

Secretary McCietxan. I think that is correct. 

(The following information was supplied after the hearing :) 

(Exports of iron and steel scrap to Japan in 1937 were 2,097,000 
short tons. The corresponding figure for 1955 was 702,289 short. 
tons. ) 

Mr. Patman. Of course, there is a reason in 1937. It is not gener- 
ally known, but I think there was a good reason. We were trying to 
build up our supply of rubber, and we couldn’t automatically cut off 
exportation of scrap to Japan and continue to get raw rubber, and 
therefore we just had to go along with Japan some in order to keep on 
getting rubber, and by doing that we finally accumulated a stock of 
702,000 tons of raw rubber, and that was enough to supply us in World 
War IT until we had the synthetic process developed to the extent it 
was a success, and if we had arbitrarily cut off Japan on steel scrap 
before we did we would have possibly found ourselves without suffi- 
cient raw rubber to fight a war in 1941. 

Mr. Boutron. Would the gentleman yield ? 

Mr. Parman. Yes, sir. 

Mr. Bor ron. ‘How did Japan control rubber exports? 

Mr. Parman. They controlled that section of the world. They 
could stop the ships and if we had become so harsh and arbitrary with 
Japan she would have retaliated. 

Mr. Bouton. Weren’t those areas that produced the rubber under 
control of Holland and England? 
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Mr. Patman. Yes, sir; but Japan had the power to control them. 

Mr. Boiron. By declaration of war? 

Mr. Patman. They could have retaliated. If we had told Japan she 
couldn’t get scrap she would have retaliated against us. 

Mr. Boron. She couldn’t affect our rubber from Holland and 
Britain ; could she? 

Mr. Parman. From what? 

Mr. Botron. From Holland and Britain? 

Mr. McDonoven. That isa presumption; isn’t it ? 

Mr. Mutter. She could have, the same as she did with Manchuria. 
She walked in and took it over. 

Mr. Bouron. In other words, by a declaration of war. 

Mr. Moutrer. Without declaration of war. She could have walked 
in and we couldn’t have done anything about it short of war. 

Mr. Parman. If we had arbitrarily cut off the supply they might 
have considered that an act of war. 

Mr. McDonovuen. Are you making this argument as a justification 
for exporting scrap ? 

Mr. Patman. No; that was incidental. 

The question came up a while ago. It is not directly related to this, 
IT will admit. 

Now, then, there are huge supplies of scrap overseas. Is there any 
effort made—do you have any evidence that there is a lot of scrap in 
stockpiles overseas that is deteriorating, not being used ? 

Secretary McCieizan. No, sir; we have this evidence, we have 
been working for the last year very strongly, particularly with the 
European countries, to insist that they get their own scrap from 
whatever sources are available to them, and not continue the drain 
on us. We have only recently been assured, as I have indicated 
earlier, that they will be calling on us for less during 1956 than they 
did last year, and they have offered their full cooperation to us in 
digging up their own scrap where they have got it in their own 
countries. 

Mr. Parman. That is not exactly in response to my question but 
I will not pursue it further. 

On this steel scrap to Japan, of course right now they fabricate it 
and make it into steel. Then they send it to Pakistan. I under- 
stand they are actually sending some of our steel scrap to Pakistan. 
Do you have any evidence of that? 

Secretary McCieixan. We have heard no evidence of that. 

Mr. Parman. You do have evidence that they are making it into 
steel in Japan and furnishing Pakistan? 

Secretary McCre.tian. Certainly we have evidence that the steel 
scrap is used in the manufactured steel. We have not tried to control 
the flow of steel produced in Japan except as it might flow behind the 
Bamboo Curtain. 

Mr. Parman. On exportation of materials, do you have any control 
over finished products at all? 

Secretary McCietian. Beg pardon? 

Mr. Parman. Do you have any control over the export of finished 
products ? 

Secretary McCietian, From this country ? 

Mr. Parman. Yes. 
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Secretary McCienan. Yes. 

Mr. Patman. That is made of steel and copper? 

Secretary McCietan. Over anything. We have authority to exer- 
cise — control over anything that goes out of this country. We 
limit that. control to those items that we consider to be shipped con- 
trary to the foreign policy of the United States, or in short supply, 
or that might be of potential benefit to unfriendly countries. 

Mr. Parman. Do you have any requirements about where they get 
credit overseas that they have to clear through you in order to con- 
summate the deal? Supose they want to sell tractors in country X, a 
foreign country, and the country X wants to borrow the money from 
the World Bank or the Export-Import Bank, or the International 
Finance Corporation, would you have any requirements in your regu- 
lation that would compel them to state the nature of the deal and 
about the credit accommodations or matters of that kind? 

Secretary McCretian. That is not within our jurisdiction. We 
are concerned with the item and quantities and location and use, but 
not with the payments. 

Mr. Parman. You have no knowledge of the credit that is being 
used in the exportation ? 

Secretary McCietxtan. Only in some cases. You mentioned some 
agencies in which the United States Government participates. To the 
extent Government aid or Government loan is involved in which our 
Government participates, we are an agency that is quite frequently, 
usually consulted, along with others. 

Mr. Parman. That is a loan with the World Bank, for instance ? 

Secretary McCietian. Yes. 

Mr. Parman. Ora loan from the Export-Import Bank ? 

Secretary McCretian. Certainly. 

Mr. Patman. Do you have a list of those ? 

Secretary McCietuan. No, sir. 

Mr. Parman. Who would have that list? I guess the agency or 
the Treasury would have that. 

Secretary McCietian. Yes, sir. 

Mr. Patman. And also of the International Finance Corporation. 

Do you personally know how the International Finance Corporation 
7 getting along in the way of a start? It hasn’t been organized too 

ong. 

Secretary McCuetxan. I have done some work on FOA, and later 
in ICA, on foreign shores. I can’t tell you about their operations. I 
work in the Department of Commerce. I am not in position to tell 
you very much about their operations. 

Mr. Patrman. That is all at this time, Mr. Chairman. 

Mr. Mutter. Mr. Chairman. 

The Cuarrman. Mr. Multer. 

Mr. Murer. In the declaration of policy that Mr. McDonough re- 
ferred to, he read subdivision (a), without excluding (6) or (c) of 
that declaration. I want to repeat that and ask some questions. The 
declared policy is stated to be— 

(a) to protect the domestic economy from the excessive drain of scarce materials 
and to reduce the inflationary impact of abnormal foreign demand. 

Now, whether the price goes up 1 cent a pound, or $1 a pound, if it 
goes up there is an inflationary impact; is there not ? 
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Secretary McCiexian. That is a determination that has-to be made. 
We have not been able-to determine that this has had an inflationary 
unpact out of line with other commodities in use. 

.Mr. Muurer. Isn’t any increase in price, no matter how small or 
large, an inflationary impact ? 

Seeretary McCiexixian. That is not our interpretation. 

Mr. Mutrer. What is an abnormal foreign demand ? 

Secretary McCrexxan. I thik we are looking to the results. This 
is an abnormal foreign demand in that it has been larger than in previ- 
ous years, but the same may be said of the abnormal demand here at 
home. We cannot relate the price increase entirely to the exports, 
which are about 6 percent of the consumption of scrap. I don’t 
believe—— 

Mr. Mutrer. Now, I think you might have left the implication with 
us that, while you are sympathetic to the people who need this scrap, 
to our domestic people who need the scrap, there is something lacking 
in the law to give you authority to help the situation; is that right? 

Secretary McCreiian. That is not the intent that I wish to portray 
here.’ What I want to say is that we want in Commerce to do the right 
thing. We want to do it for the economy as a whole. We don’t want 
to be m the position of working for one segment of industry against 
another, or working for industry against the best interests of the 
economy of the country. We do not want to take such position at all. 

We think the law as written is an excellent one, that it gives us the 
full authority we need to exercise our responsibilities, and I sincerely 
believe if there is any deficiency here it is in our actions and not in the 
law itself. I suggest that if we are making a serious determination 
which is wrong, if we have made any mistake in the administering of 
this law, I have not personally been able to discover it. I am person- 
ally of the strong opinion that what we are doing right now, hard as it 
is to deny people who want us to do something else—we think we are 
doing what is right in the interests of the country. 

I would like also to report that we have a contradiction within indus- 
try itself, a broad contradiction, as to what is the right answer here, 
and we have therefore sought to get the full facts from all segments 
and from our own individual searches as well, and our conclusions are 
based not on our sympathy for the big or little fellow, or lack of 
sympathy for anyone, but for the best interests as we see them for the 
national economy of the United States, and on that premise our 
judgments have been made. 

Mr. Mutter. Mr. Secretary, I didn’t want to put you in the position 
of criticizing Congress. I think if it is coming to us we can take it, 
but the point I wanted to make was that I think it is the duty of this 
Congress, and every other Congress, to correct any law that needs 
change. We don’t write perfect laws. The point I want to make is 
if this law is written so you cannot implement its purpose, I think it is 
your. duty to come before the Congress and say, “This law should be 
changed in this respect, and if you do that we can do thus and so.” 
There is nothing you can think of at this moment that requires such 
change by the Congress? 

Secretary McCretxian. No, sir. I think you give us the responsi- 
bility to exercise the function that was intended. If there is a failure, 
it is not in the law. 
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Mr. Muurek. I think some of the facts are slightly different, as you 
have related them, from ‘the facts as given to us by people in the 
industry. : 

First, I would like to direct your attention to the percentage you gave 
to Mr. Patman, the increase of the price of iron ore and of steel scrap. 
What years did you use, as the base year of the ultimate increase? 

Secretary McCiettan. The base years were 1947-49, using that as a 
hundred percent. 

Mr. Mutter. The percentage of increase was as of what year? 

Secretary McCrettan. The percentage of increase, December last, 
1955. 

Mr. Mutter. Has there been any decrease in the price of scrap iron 
from 1949 to 1955? 

Secretary McCrietian. 1947-49 base period, and as of December— 
we get these figures frequently, and these were the figures for Decem- 
ber 1955 that I gave you on the 161 for iron ore, and 

Mr. Mutrer. During this entire period from 1947-49 to the end of 
1955 ¢ 

Secretary McCuetxan. Using 1947-49 as the base period, 100, then 
it was 161—61 percent up, as of December 1955. That is the figure. 

Mr. Mvutrer. What about scrap? 

Secretary McCie.t.an. The scrap stood at 126 for the same period. 
That is, using the base period 1947-49 as 100, in December 1955 it was 
126.4, which is 26.4 percent increase. 

Mr. Mutter. During this period of years the price of steel scrap 
has fluctuated up and down? 

Secretary McoCietian. Yes; it has advanced somewhat. 

Mr. Muurer. My information is that for the last 6 months of 1955 
the price of steel scrap increased during that 6 months’ period alone 
50 percent. Will you tell me whether those figures are right or wrong? 

Secretary MoCietian. Just a minute. 

In June it was $34.96. In December it was $53—steel scrap. That 
is about 3314, isn’t it? 

Mr. Mutrer. From $36 to what? 

Secretary McCietian. To $53 
about 40 or 45 percent. 

Mr. Muurer. It depends on how you take the figure of percentage. 
If you take 100 and 161 you say it is 61 percent, then you must do the 
same as to scrap to make a proper comparison. 

Secretary McCue..tan. $53—over $34 or $35. I think we would 
have to touch base. 

Mr. Mutter. That is close enough. We needn't take the time to 
compute the percentage. 

Secretary McCretxian. One fact that has to be taken into account, 
Mr. Multer, is that these prices have fluctuated before, and it has not 
been a constant upward trend. It has been up and down, particularly 
with steel strikes. 

Mr. Mutter. Let us concern ourselves now with the impact of the 
last few years, because that is the serious situation that confronts us. 

During World War IT there was little or no export of steel scrap. 
That is true, is it not? During World War II there was practically 
no export of steel scrap? 

Secretary McoCietxian. That is correct. 
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Mr. Muurer. Now, in 1953 I think you were still embargoing or 
refusing to license the export of steel scrap ? 

Secretary McCie.tian. That is correct, I believe. 

Mr. Muurgr. Then you started to give limited licenses for the export 
of steel scrap in 1953? 

Secretary McCuie.ian. That is right. The price went down in 
1954. 

Mr. Mutrer. What did you say about 1954? 

Secretary McCueiian. The price declined. Going back to 1948, 
June, the price of steel scrap was $40. It was $43 in June of 1951. In 
1954 it went down to a low point of $25.38. 

Mr. Murer. Up to that time you continued it on your list of re- 
stricted items. In 1954 you placed it on your general list and did not 
require any export licenses for each separate Siemens for the export 
of scrap? 

Mr. Borron. No, sir. We have always required licenses for scrap 
because it was considered strategic. 

Mr. Murer. Up to 1954, the time it dropped, from $43 to $25, 
you insisted on specific licenses. A man had to apply for a license 
covering a specific quantity. That is what he got. In 1954 you lifted 
that requirement and required a general license ? 

Mr. Borron. No, sir. We have always required a specific license 
for iron and steel scrap. 

Mr. Mutrer. Scrap today is not under the general licensing provi- 
sion? ‘The exporter must make a specific application for a specific 

country for a specific quantity. 

Mr. Borron. Yes, sir. Every shipment is covered by an individual 
license. 

Mr. Mutrer. In 1954 the total pounds of scrap exported was about, 
a little over a million tons, wasn’t it ? 

Mr. Borron. In 1954 it was about a million and a half tons. 

Mr. Bouron. And a half. 

Mr. Mutter. Thank you, sir. In 1955, the very next year, the 
export was four times as much, approximately ? 

Mr. Borron. That is right. 

Mr. Mutter. Doesn’t that indicate an abnormal demand by the 
foreign market ? 

Secretary McCuie.tian. Both domestic and foreign were abnormal 
during 1955. 

Mr. Mutrer. Under this policy declaration you were required to 
exercise your discretion in order to reduce the inflationary impact of 
abnormal foreign demand, not of domestic abnormal demand. You 
were supposed to address yourself to the inflationary impact of abnor- 
mal foreign demand. If that is an abnormal foreign demand, and I 
think everybody must concede it is when it jumps 4 times in 1 year, 
that it is an abnormal foreign demand. 

Secretary McCietian. There is no question about its being an ab- 
normal foreign demand, in my mind. My question is what if any was 
the inflationary impact of the price increase. 

Mr. Motrer. It went up almost 50 percent that year. 

Secretary McCietian. That is a price increase, but, Mr. Congress- 
man, what is the inflationary impact upon which we must make our 
determination ? 
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Mr. Mutrer. You don’t mean for one moment there was no infla- 
tionary impact with a 50-percent increase ? 

Secretary McCietian. We don’t think there was a significant infla- 
tionary impact which would justify us to impose more stringent con- 
trols under that provision. 

Mr. Bouron. May I ask a clarifying question ? 

Mr. Mutter. May I get this first? 

Do you mean to tell us that an increase of price from $37 to $53 
has no inflationary impact? 

Secretary McCLettan. Mr. Congressman, we think there is a dis- 
tinction between price control and control of inflation, and we think 
this would have been a price control rather than a remedy for an 
inflation clearly determined. 

Mr. Mutter. I don’t want to concern myself with the remedy. I 
want a statement, an answer to this question. Is or is not—and I 
don’t care what the product is—an increase from $37 to $53 in a 6- 
months’ period, is that or is it not an inflationary impact? 

Secretary McCiextan. I certainly do not believe that a price in- 
crease of a single commodity unrelated to its effect on others can be in 
itself a determination, result in a determination that inflation has 
resulted in our economy. If that were the case, if we had a different 
conclusion, our action would be clear, but that is not the conclusion. 

Mr. Mourer. You interpret this policy to mean that unless there is 
an actual inflationary spiral started, and on the way, there is no in- 
flationary impact? 

Secretary McCretian. We think that unless there is evidence of 
inflation, not merely a price increase, that the case is not made for 
action. 

Mr. Mutter. Has there been an increase in the price of steel since 
the price of scrap has gone up about 50 percent ? 

Secretary McC.ecnan. Not that we can trace to this is there a 
significant factor. 

Mr. Muurer. No matter what you trace it to, has the price of steel 
gone up during the same period the price of scrap went up 50 percent? 
Is it up this month 

Secretary McCuetian. It has gone up more than the increase in 
<<. It has gone up for other factors, as well as this one. 

r. Mutter. Is one of the factors the increase in the price of scrap ? 

Secretary McCLetnan. Sure. 

Mr. Mouurrr. Mr. Bolton. 

Mr. Bouron. You asked the question. 

Mr. Mutter. Now, Mr. McClellan, tell me if these facts are cor- 
rect or not: During 1955 we exported—the United States exported 
only 2 to 3 percent of its steel products; is that correct ? 

Secretary McCietxan. That is about right, I guess. 

Mr. Mutter. As against that the steel-scrap export during the same 
time was 13 to 14 percent? 

Secretary McCuietxan. Of the steel scrap collected and sold as such, 
but not of the steel-scrap consumption, including that part which is 
generated within the plant. 

Mr. Mutter. We never export the steel-scrap consumption. The 
domestic steel-scrap consumption cannot be exported. When we com- 
pare exportation we must only have in mind what has been exported 
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before, what can be exported and what is going to be exported; isn’t 
that so? 

Secretary McCievian. Yes; but I don’t think you can relate it to 
gross production unless you relate it to all the scrap used ; can you? 

Mr. Mutter. I don’t think that is the point. What we are trying 
to find out is whether or not there is an inflationary impact and an 
abnormal foreign demand. I think we should concern ourselves with 
the item which has been exported, is exported, and will be exported, 
not with the local consumption of the product that was never exported. 
Maybe I am wrong in my logic. That is the way I see it. 

Tell me this: The statement is made here to me, after referring 
to the percentages of the export of steel products and the export of 
steel scrap, of the remaining 33 million tons, gray-iron foundries alone 
purchased 6 million tons and steel and malleable products used the 
rest. 

Is that a fair résumé of the 1955 production ? 

Mr. Borron. I am sorry, we haven’t got the figures broken down 
by the gray-iron foundries, but I would say those figures sound about 
right. 

Mr. Mutter. This communication continues as follows: 

Of even greater concern is the shortage and the admittance on the part of 
the scrap iron and steel dealers, that they probably could not collect as much this 
year. 

Is that a fair statement ? 

Secretary McCrie.ian. Not according to the information we have 
from the scrap dealers. 

Mr. Muurer. Haven’t the scrap iron and steel dealers been before 
your Department and met with various members of your Department 
within the last 3 months? 

Secretary McCriectan. We have had communication from them 
from time to time; yes. 

Mr. Muurer. Has anybody in your Department met personally with 
any representatives of the industry ? 

Secretary McCie.xan. Of the steel scrap ? 

Mr. Mutter. Yes, sir. 

Secretary McCetian. I have not. Have you? 

Mr. Borron. I know of no regular organized advisory committee 
meeting, but certainly these men have been into our office as all other 
industry people are, individually, not as a group. 

Mr. Mutrer. Have the foundries, the representatives of the small 
foundries that use steel scrap, been in talking to you about the short- 
age of steel ? 

Secretary McCLetian. Yes, sir; they have. 

Mr. Murer. And steel scrap ? 

Secretary McCueian. Yes, sir. 

Mr. Murer. Haven’t they been telling you they expect there will 
be less available to them next year than in the last year? 

Secretary McCieixan. Yes, sir. 

Mr. Mutter. Isn’t that an indication there is going to be a shortage? 

Secretary McCierian. We heard that a year ago also, Mr. 
Congressman. 

Here is our problem. We are concerned with a clear determination 
of what the facts are. We are extremely sympathetic to the problem 
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that has resulted from the situation in the price, the price increase, 
and the changes in its supply arrangements. 

As I have said before, based on the information we have now, there 
isn’tashortage. Thereisa price increase. 

Mr, Mutrer. Where does your information come from? It doesn’t 
come from these business men who are using the scrap; does it? 

Secretary McCLeLuan. Yes; it does, in part. 

Mr. Mutrer. On the one hand you tell me they are complaining to 
you, saying there is a shortage, and they expect the shortage to 
continue. On the other hand, you tell us your facts are there is 
no shortage. 

Secretary McCietian. The information boiled down is this: There 
has been a price increase, but there are adequate stores in the hands of 
the manufacturers, themselves, who use the scrap today. Now, the 
question is, will they continue to be able to get it? Nobody knows the 
real answer to that because we cannot tell until it is sought out, but 
on the basis of our information there has not yet developed a situation 
in which scrap is not available at the going market price, and that 
price has been declining in the last several weeks. 

Mr. Mutrer. Do you think you are performing your duty and 
function under this law when these men come in and complain there 
is a shortage, to sit back and say “We do not know whether there is 
a shortage or not,” and do nothing about it ? 

Secretary McCrieixan. I think you can turn it around, Mr. Con- 
gressman. That is not quite the position we take. We take the posi- 
tion that the moment we have clear evidence that there is a shortage 
we should act, and up to the time 

Mr. Mourer. Where is the clear evidence going to come from if not 
from the men who are using the product ? 

Secretary McCueLian. They have not given us such evidence. 

Mr. Mutrer. What evidence do you want from them other than 
their statement that they cannot buy it ? 

Secretary McCietian. That evidence has not been given by anyone. 

Mr. Boutron. Would the gentleman yield ? 

Mr. Mutter. It is not sufficient if they come in and say they can 
buy it, but they have to pay 50 percent more than last year? 

Secretary McCieitan. That is a different point: 

Mr. Mutter. Doesn’t that indicate a shortage ¢ 

Secretary McCLeixan. No, sir. 

Mr. Mutrer. You mean the law of supply and demand doesn’t func- 
tion in the scrap industry ? 

Secretary McCuie.ian. The price of many things have increased in 
the past 12 months, but they are not in short supply. 

Mr. Mutter. Why does the price of these commodities go up? 

Secretary McCuetian. The price of labor has increased, the raw 
material has increased, rail rates have increased, but that doesn’t 
mean they are in short supply. 

Mr. Mutter. Isn’t one important factor the law of supply and 
demand ? 

Secretary McCienian. Yes, sir. I will say the minute it is deter- 
mined that you cannot buy steel scrap promptly at the going price, it 
would be pretty good evidence it is in short supply. ‘That evidence 
has not been forthcoming. 

74197—56——4 
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Mr. Mutter. Do you anticipate there will be an increase of the pro- 
duction of steel scrap in this country during 1956 or 1955? 

Secretary McCLeLuan. Yes, sir. 

Mr. Mutter. To what extent? 

Secretary McCuetian. I couldn’t give you the percentages, but it 
is quite evident that as we increase steel production, and the use of 
things that result, the generation of scrap also must increase, of 
course. 

Mr. Mumma. May I interrupt, Mr. Multer? 

Mr. Moutrer. Yes, sir. 

Mr. Mumma. This steel scrap isn’t a matter of something that can 
be produced like wheat, corn, or a manufactured article. I know that 
in my own community, the Pennsylvania Railroad had a tremendous 
big scrapyard, where they are junking cars, and other items. When 
the price is good on the scrap they are working day and night. I 
know of a man who had some scrap to work up but the price was no 
incentive, but lately he sold some 20 cars because the price is favorable, 
and that is what will and always does happen. 

I believe there is a big reserve in the junkyards that moves out when 
the price is right. They have the opportunity to decide when to sell. 

Is that a pretty correct analysis? 

Secretary McCueixan. I believe so. 

Mr. Mutter. Your department cannot make a determination of 
this question unless you ates whether there is any hoarding or ac- 
wianiadiot in the junkyards; is that correct ? 

Secretary McCrevian. Well, the only way that we could take a 
national inventory of all the scrap in all of the farmyards and the 
junkyards, and in the private home backyards, and in the other areas 
such as described, would be to spend probably upward of $500,000 
and take a 12-month period to doit. By that time it would change. 

Up to this time, that has never been done in this country, to the 
best of my knowledge. We have only used the kind of tests that are 
yresently being applied, which are to watch the flow and to see what 
rings it on. We have been through these price cycles on steel scrap 
before, and when the price rises the scrap comes out of places where 
it didn’t move from before because it becomes attractive to sell it. It 
is true the price has risen sharply, and it has caused distress within 
industry, which we are sorry about, indeed. We find, however, when 
the price reaches a level that calls for scrap to move, it moves. The 
inventory is retained at seemingly the same level as industry did 
formerly, and there is evidence now, as I have said, that the need 
overseas is declining, that 1956 will see a decline in exports of steel 
scrap, and the price has reflected this already in the drop of the last 
few weeks, in its price. 

Now, it does seem to us that in the light of this problem, and our 
experience in it in the past, and in the light of the undesirability of 
having the Government get into a thing of this kind to control it for 
price reasons alone, that we should not at this moment take action, 
but I remind you that we have within our hands today the power of 
changing this picture overnight, if we found that circumstances 
warranted it. We are not ignoring it. Every shipment has to have 
a license, and that license is not a search warrant to go out and buy it. 
It has to be clear evidence that the man has the serap, that he has the 
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market for it, and that he is recorded as a solid exporter. We are 
keeping a solid control of this situation. We think in the light of 
present statistics and information it is unwarranted to make more 
stringent controls. 

Mr. Mouurer. Mr. Secretary, in the light of these two facts, No. 1, 
that the users of steel scra Ste been complaining that they cannot 
get it, and in the light of the fact that the Scrap Iron and Steel 
Dealers Association tells us that they cannot, and probably will not 
collect as much steel scrap this year as last year, 1 want you to give 
us the information and the source of information that will lead us 
to the factual conclusion, the conclusion of fact, that your statement 
is right, that there is going to be no shortage in 1956? 

Secretary McCie.tuan. Well, of course, Mr. Congressman 

Mr. Mouurer. If you cannot do it at this moment, supply it. 

Secretary McCuieian. We are in the process in my office of pre- 
paring a report now to send out to those who have been watching this 
closely, and to whom we have made the promise, and among them 
many of the Congressmen, that when we had made a determination, 
based on our review of this whole problem from the national interest, 
that we would write them and tell them what our conclusion was, 
and the basis for it. We will be glad to send that here, but I would 
remind you of one more thing, Mr. Congressman, in all sincerity. 
We have yet to get a report that it is not possible to buy steel scrap. 
The complaint has been, one, that the price is high, and, second, that 
they fear a shortage will develop, not that they are not able to buy 
it at any price. 

I want to make that clear in the record. 

The Cuarirman. Let me ask you a question, a hypothetical question: 

Supposing after you make a survey you find that the price of scrap 
is so high that it puts the nonintegrated steel plant in a position where 
he is out of the market. They price him out of the market, and put 
him in a noncompetitive position. 

Couldn’t you find some way to give him some remedy in that case? 
Don’t tie it up with anything else. 

Secretary McCrexuan. As I understand your question, it is whether 
or not in the interest of protecting one segment of the industry we 
would take an action in this case—— 

The CuHairman. One segment of the industry which is very im- 
portant to our national defense. 

Secretary McCrieuian. There is no question about that. 

The Cuairman. What would be your power there? 

Secretary McCietian. Our power would be under the criteria cer- 
tainly to deal with the problem if it were of an impact on the economy 
from an inflation standpoint, or if it were a shortage that resulted in 
a serious threat to our mobilization base. 

The Cuatrman. Wouldn’t it do that? 

Secretary McCietian. It could do that, but we would make a deter- 
mination on that basis, Mr. Chairman, not on the basis of whether or 
not such a move would help one part of the industry as against another. 

The Crarrman. I don’t present it to you in that light. I present 
it to you in the light that if it places them out of the market, puts them 
in a noncompetitive basis, puts them out of business, wouldn’t that 
have a serious impact on our economy ? 
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Secretary McCiewian. It could. If it were determined it did on ar 
inflation side, we are empowered to take action, and we would certainly 
do it. 

The CuatrmMan. It could, but would it, as a matter of fact, if you 
put the small nonintegrated foundries and steel plants out of business, 
as a matter of fact, wouldn’t it do that? Wouldn’t that be the result? 
It would lessen our ability to protect ourselves and weaken our secu- 
rity. Could anybody deny that? 

Secretary McCuieuan. I think that you have a very strong case. 
If we were to find that it was going to put the nonintegrated companies 
out of business it might interfere with our mobilization. 

I would like very much to suggest, however, that I am not in a posi- 
tion to make a flat statement on the contingencies that are not before 
us, and I want to make certain that we review it. 

The CuatrmMan. This is merely a hypothetical case. Suppose you 
found that. Would you have to find anything more, if you found the 
fact that it put these nonintegrated businesses out of business? Would 
that not necessarily have an impact on our national security? Would 
it not weaken us in every way ¢ 

Secretary McCriexian. I think we have power, Mr. Chairman, un- 
der such a condition to act. I think the law presently gives us that 
authority ; yes. 

The CuarrmMan. I assume you would act if you find those facts. 

Mr. Boiron. May I just follow that line of questioning by asking, 
do you know is there any number of foundries or small nonintegrated 
steel companies which have failed over the last year due to the rise 
in the cost of scrap ? 

Secretary McCieiian. I know of none, and I know of none that are 
not able to get steel scrap. 

Mr. Mutrer. I think the members can give you the names of any 
number of such companies who fear that they may be forced out of 
business if they cannot get the scrap because they cannot meet the 50- 
percent increase in price. 

Have either you or anybody in your department consulted with the 
Office of Defense Mobilization about this scrap situation ? 

Secretary McCLe.uan. Yes; we have. 

I would like to suggest, also, Mr. Congressman, that if we were 
to take the approach of price alone we would get the Defense Produc- 
tion Act and all other legislation, many other elements of legislation, 
into this picture, and we could operate under such a finding. We are 
speaking strictly of export control, not the control of the entire econ- 
omy, and when you talk in terms of the amount, the percentage, what- 
ever you want to name, that is involved in this, I think you would 
make it rather difficult to say that this is the whole factor, because it 
isn’t, and to correct it completely by eliminating the export, as you put 
it, would not in my judgment be the determining factor if we met 
such a dire circumstance as described. 

Mr. Muurer. In the best of good will, I offer the comment that you 
are looking upon this too narrowly, and this whole problem must be 
looked upon from its widest viewpoint, not whether or not if you 
impose price controls are you doing something we don’t like to do, 
but whether or not is it necessary to do this to save a part of our 
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economy, which is an essential part not only of the general economy 
but also a very important part of the national security ? 

Mr. Boiron. Would the gentleman permit an answer on behalf of 
the Secretary ¢ 

Hasn't it already been proved that his policy is making out because 

the price of scrap 1s now going down; the forecast is that the foreign 
demand will be less next year, and the fact that none of the small 
nonintegrated steel companies, nor foundries, have gone out of busi- 
ness because of the increase in price ? 
{ Mr. Mutrer, I wish somebody would spread the facts on the record 
which would justify that conclusion. Then we will have accom- 
plished something here and we will have a complete answer to all 
these people who are crying on our shoulders. We yet do not have 
such facts to justify that conclusion. All the facts we are getting are 
to the contrary. 

Sure, there has. been a drop in price, but they expect it to go up 
again, they expect to have less scrap available this year. They will 
be in a tighter position. 

Mr. Bourton. Isn’t the history of the scrap industry over the past 
20 years a history of tremendous fluctuations in price, a great deal of 
which is caused by the very people in the scrap buaihent themselves ? 

Mr. Mutrer. I cannot answer your question, Mr. Bolton. 

Secretary McCietian. I can. It is from $20 to $51, according to 
the record here. In 1949 the scrap was $20.78; 2 years later in 1951, 
it was $43.; then it went to $25 in 1954. 

Mr. Mutrer. Let me pursue this one step further: Has your De- 
partment, or you or anyone in your Department, pursued this par- 
ticular problem with the President’s Foreign Economic Policy Com- 
mittee? Have you had any consultations with that committee ? 

Secretary McCietian. Well, all I can tell you, Mr. Congressman, 
is the conferences that I have had between the agencies under the 
chairmanship of ACEP, we have had the interdepartment conferences, 
and I assume they have consulted with the chiefs of each department, 
and they knew what recommendations were being offered. 

Mr. Muurer. Does the President’s Foreign Economic Policy Com- 
mittee have a representative on any of your committees? 

Secretary McCietxan. The same departments are represented on 
my committee that is involved in this as are represented in that council 
of which you speak, I am sure. We have in each case representation 
of the various departments here. I don’t presume to tell you, Mr. 
Congressman, that all of our conclusions have been unanimons. 
There have been differences of opinion. I can even identify them. 
1 am certain of this, that we have been very careful to touch with 
Defense in matters of this kind, to make certain that we do not violate 
the security factor, and also with Defense Mobilization, to make cer- 
{ain that in that area we are not taking risks that they would think 
unwise. 

Mr. Mutter. One last thing: Will you supply for the record, 
please, the names, addresses, and affiliations of the members of your 
Advisory Committee on Export Policy ? 

Secretary McCLetian. Yes. 

Mr. Muurer. Thank you. 
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(The data requested is as follows:) 


ADVISORY COMMITTEE ON Export PoLicy 


Soren: H. C. McClellan (Chairman), Assistant Secretary for International 
Affairs. 

BFC: Loring K. Macy, Director. 

BDSA: H. B. McCoy, Deputy Administrator. 

Defense: Capt. Wakeman B. Thorp, USN (retired), Deputy for Defense Eco- 
nomic Affairs, Office of Foreign Military Affairs. 

Agriculture : Clayton E. Whipple, Deputy Administrator, Foreign Agricultural 
service. 

emacs Felix E. Wormser, Assistant Secretary for Mineral Resources. 

MDAC: Adm. W. 8S. DeLany, Administrator. 

ICA: Dr. William F. Russell, Deputy Director for Technical Services. 

ODM: Victor E. Cooley, Deputy Director. 

AEC: Lyall E. Johnson, Chief, Licensing Branch. 

Treasury: Andrew N. Overby, Assistant Secretary. 

The Cuarrman. Are there any further questions ? 

Mr. Talle. 

Mr. Tattzr. No, Mr. Chairman. The House has been in session for 
some time. 

The CHamman. I thank you. 

Mr. Mutrer. I have no further questions. 

Mr. O’Hara. Mr. Chairman. 

The CHarrman. Mr. O’Hara. 

Mr. O’Hara. The House now being in session, is it the intention of 
the chairman to recall the witness? I think there are members of the 
committee that might want to ask some questions who have not had 
the opportunity up to date. 

The Cuamman. Well 

Secretary McCuievitan. Mr. Chairman, I would be very happy to 
return. 

The Cuatrman. We will adjourn until tomorrow at 10 o’clock. 

Secretary McCietxan. Mr. Chairman, may I report to you that I 
am leaving the country tonight for a few days. I will be back next 
week, and I would appreciate it very much if an appointment could 
be arranged to appear before your committee at a time when I will be 
in this country, at least. 

The CHarrman. We will not attempt to exercise any control over 
your leaving the country. 

Mr. O’Hara. Mr. Chairman, the witness will return on his return 
to Washington ? 

Secretary McCietian. I will be very happy to, at a time of the 
committe’s call. 

The Cuarrman. The committee will adjourn to meet at the call of 
the Chair. 

(Whereupon, at 12:10 p. m., the committee adjourned.) 
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MONDAY, MARCH 5, 1956 


Houser or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Brent Spence, chairman, pre- 
siding. 

Present: Chairman Spence, and Messrs. Brown, Patman, Multer, 
O’Hara, Mrs. Sullivan, Mr. Reuss, Mrs. Griffiths, Messrs. Holland, 
Talle, Kilburn, McDonough, Betts, Mumma, Hiestand, Nicholson, 
and Bolton. 

The Cuarrman. The committee will be in order. 

We will resume the hearings on the extension of the Export Con- 
trol Act. 

You may proceed, Mr. Secretary. 


STATEMENT OF HON. HAROLD C. McCLELLAN, ASSISTANT SECRE- 
TARY OF COMMERCE—Continued 


Secretary McCrietian. Thank you very much, Mr. Chairman. 

I appreciate the privilege of coming back before you again this 
morning, and I wanted to report that I have given to the clerk of this 
committee the answers to the 2 questions which were raised at the last 
appearance I made before you, and, in addition, I have submitted 2 
documents which are in support of the testimony I gave last week. 

I think it will be necessary to identify these documents because 
apparently we didn’t do it in multigraphing them. 

The first one is titled “Iron and Steel Scrap Situation.” You will 
find that is a three-page document describing the situation, starting 
with— 

Scrap iron and steel are on the positive list, and an export license is required 
for shipment to all destinations except Canada. 

This one document explains in sort of a summary fashion the prin- 
cipal points I sought to make a few days ago. 

The other document is titled “Price of Steel Scrap, Pig Iron, and 
Finished Steel, Selected Periods,” and this gives from June 1947, 
through February 28, 1956, the prices, composite, on finished steel for 
these various periods from 1947 forward. 

I think that a quick reference to these documents may raise ques- 
tions concerning the testimony I gave a few days ago, and I believe 
that at the conclusion of that hearing it was suggested that others 
had questions which they would like to address to me that were not 
possible during that time; so, Mr. Chairman, I am prepared to submit 
to any further questions. 
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(The material referred to is as follows :) 


Price of steel scrap, pig iron, and finished steel, selected periods 





Composite 
|price of No. 1) Composite 

| heavy melt- | price of pig | 
| ing steel iror ,? per 

| serap,! per gross ton 

| gross ton 


Composite 
price of 
finished 

steel,? per 
net ton 





1947—June____.--- $32. 79 | $33.15 $57. 68 
1948—June_-_------ 40. 66 40. 51 64. 
1949—Jiine 20. 78 45.91 | 74. 
1950—June-.--..---- 39. 29 | 48. 38 | 76. 7 
1951—June 43.00 | 52. | 82. 
1952—June 41. 37 | 52. 82. 
1953—June _. 40.97 | 55. ¢ 
28. 67 56. f 
25. 38 | 56. 59 | 
26. 87 | 56. 59 | 
i 32.83 
1955—January | 34. 63 
Re A TI all | 36.17 
March 


September 
October 
November 
December 
-(week): be 
103. 
103. 
103. 48 
103. 48 
103. 48 
103. 48 
103. 48 
103. 48 





Fn of No. 1 heavy melting steel scrap delivered to consumers at Pittsburgh, Philadelphia, and 
icago. 


2 Based on averages for basic iron at Valley furnaces and foundry iron at Chicago, Philadelphia, Buffalo, 
Valley, and Birmingham. 


3 Weighted index based on steel bars, shapes, plates, wire, rails, black pipe, hot and cold rolled sheets, 
and strip. 


Source: The Iron Age. 
IRON AND STEEL ScrAP SITUATION 


Scrap iron and steel are on the positive list and an export license is required 
for shipment to all destinations except Canada. Criteria under which licenses 
have been issued have varied from time to time with the changing supply 
situation. 

CONSUMPTION 


Short tons 
Total consumption of both purchased and home scrap in 1955 


including ‘exports... oe Se 8 Be AN ot eee 81, 373, 000 
Total purchased scrap (open market supplies including export)____ 40, 741, 245 
Export shipments to all destinations in 1955 4, 955, 245 


Exports were 6.09 percent of total scrap consumption and 12.16 percent of 
purchased scrap consumption. 
CONSUMERS’ INVENTORIES 
Inventories held by integrated mills, nonintegrated mills, and cast-iron 
foundries (all types of consumers) : 
Dec. 31, 1954 
Dee. 31, 1955 


Short tons 


Shrinkage in total inventory by all consumers during the year 1955 was less 
than 2 percent. 
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DEALER’S INVENTORIES 


There are no authentic figures on the tonnage of inventories in scrap dealers’ 
yards. However, a recent spot-check survey conducted by the Department in 
the major industrial areas throughout the country indicated that stocks were 
generally adequate and demand normal. 


IRON AND STEEL SCRAP PRICE 


During 1955 the maximum changes in the composite price of No. 1 heavy melt- 
inig steel scrap, as published by Iron Age, the most authoritative price indev 
used by the industry, was from a low of $34.40 in May to $53 in December. This 
represented a maximum spread of 54 percent. However, during 1956 the price 
of scrap has steadily declined. It was $47.83 on February 28, 1956. The volatile 
nature of the scrap market in recent years is disclosed in the attached exhibit B. 


COMPARATIVE PRICES 

Although scrap prices have increased during recent years the rate of increase 
has been less than for other raw materials going into the production of steel 
or for semifinished or finished steel : 


Bureau of Labor Statistics price index for December 1955 (based on 1947-49 as 


100) 
ager me. Geeen Motes at ee ee eo ihe ees 
Pere nas yt Sire et ee ee ee 141.3 
pS EE NTE SS Ee Se et Re ee ee ee SPP ee 5 Oe eee Lae © See eee 161. 0 
EES EEO OE 2S EEE eee er eee eae eee arene aes 170. 3 
Dee eee ee ee od ck wa catered Srodenhinis be aoem enantio 154.8 


FOREIGN DEMAND 


The major portion of these exports go to the coal and steel community in 
Europe, the United Kingdom, Japan, Mexico, and Canada. These friendly 
countries rely to some extent on the United States as a source of supply and 
their steel production as well as their domestic economy would be adversely 
affected by any drastic curtailment of our exports to them. 

Several months ago the United States Government advised the Western Euro- 
pean governments, the United Kingdom, and Japan (the areas to which major 
shipments were made during 1955) that their steel industries should not 
continue to look to this country for unlimited supplies of scrap. In response the 
scrap-consuming countries have indicated that they expect their requirements 
on the United States for the year 1956 to be less than actual shipments in 1955. 

Mr. O’Hara. Mr. Chairman. 

The Cuatrman. Mr. O'Hara. 

Mr. O’Hara. Mr. Secretary, I wish to direct to you some questions 
as to whether you were soft in your compliance action. I am calling 
attention to your statement on page 5 where you say that in the last 
6 months of 1955 a total of almost a hundred thousand applications 
for proposed shipment to the free world were reviewed, and that only 
400 were in fact declared to be destined for the Soviet bloc. 

Am I to interpret that, that in 1955, 6 months, there were 400 ship- 
ments that you found to be actually destined for the Soviet bloc? 

Secretary McCuieitian. Yes, that is correct. 

Mr. O’Hara. Four hundred. Now, during that period how many 
prosecutions were there? 

Secretary McCietian. You mean for the violations of the regula- 
tions under which licenses were granted ? 

Mr. O’Hara. Prosecution of someone seeking to export goods, pre- 
sumably goods to a friendly area but in fact intended for the hostile 
areas? You say there were 400 of those cases. 

Secretary McCietian. There were 400 who made application, Mr. 
O’Hara, for shipment to the iron bloc countries. Bear in mind that 
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an export license is required for shipment of anything to Iron Curtain 
countries, and no shipment is permitted without that license first 
being granted. The purpose of this statement is to indicate that few 
applications, relatively speaking, are made for such shipments. 

To get directly to answer your question, I want to offer this comment 
first, and then we will seek the fact as to detail: It is our plan, and 
we think it is working well, that whenever a shipment is made which 
is not supposed to be destined for Iron Curtain contries but is in fact 
intended to reach there through devious rates and transshipment, it 
is our plan to have such strength and cooperation between ourselves 
and free world countries that determination is made that a violation 
did obtain, and that prosecution follows. 

That is the plan under which supposedly we operate, and I think 
it is operating fairly well. 

To get to specific questions, I would like to ask Mr. Borton if we 
have the detail of that, or if it is contained in our report. 

Mr. O’Hara. We will come to that a little later after you and I get 
the background. 

On page 6 of your statement you say civilian criminal penalties 
are invoked against violators. I take it that is all your responsibility ? 

Secretary McCie.xan. It is our responsibility to detect and identify 
the violators when violations of the procedures in our custody take 
place, yes. 

Mr. O’Hara. Then when you have detected violators, what do you 
do, report it to the Justice Department? What do you do? 

Secretary McCievian. The administrative procedures are within 
our jurisdiction. The criminal procedures go on to Justice. In 
other words, we can deny a continuing license as an exporter. If you 
want to put it in this term, a violator of the transshipment under- 
standing between nations, the free world, is put on a list which pro- 
hibits his obtaining licenses in the future, and he can no longer op- 
erate as an exporter when he is put on that list, and that is one of the 
administrative sanctions that we apply jointly with our free-world 
countries when someone violates this understanding of ours that trans- 
shipment is forbidden on items not supposed to be destined for Iron 
Curtain countries. 

I have indicated that our cooperation from free-world countries 
on that is quite good. 

Mr. O’Hara. I find in this statement of legal enforcement activi- 
ties a number of instances in which goods represented as intended for 
friendly countries actually was going behind the Iron Curtain. In 
one instance you suspended privileges for 6 months. In another case 
you publicly censured the culprit. This looks like wrist slapping in a 
field in which our national security is the stake. 

How do you explain that ? 

Secretary McCietitan. How do you explain such action ? 

Mr. O’Hara. Yes. 

Secretary McCietian. I think we explain it, that when we catch 
a culprit we deal with him to the measure that we have authority, and 


to the measure that within that authority we find it sound judgment 
to so do. 


1 See Legal Enforcement Activities, proceedings of February 23, 1956, p. 5. 
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Mr. O’Hara. When you do you refer it to the Justice Department 
for vigorous criminal prosecution ? 

Secretary McCiettan. When do we? 

Mr. O’Hara. Yes. 

Secretary McCietian. Let me check a minute. 

Whenever in our judgment, Mr. O’Hara, we believe that a viola- 
tion is of such order that the administrative sanctions are inadequate 
in penalty, and where criminal action is warranted, and perhaps pos- 
sible, the matter is referred to the Justice Department. The 27 
criminal cases disposed of since April 1953 present a variety of vio- 
lations just as the administrative cases do, so that whenever in our 
judgment the practical answer and the appropriate one is to refer to 
the Justice Department for criminal action a violation, that is what 
is done. 

Mr. O’Hara. Then since 1953 there have been 27 criminal actions; 
is that right? 

Secretary McCtetxan. I believe that is correct. 

Mr. O’Hara. Total. Now, in the statement given us there are 27 
criminal actions listed as disposed of ? 

Secretary McCietnan. Yes. 

Mr. O’Hara. How am I to interpret these words “disposed of”? 
Were there convictions? Were there imprisonments ? 

Secretary McCuiexian. I am sorry, Mr. O’Hara, but I don’t have 
before me the disposition made by the Justice Department of these 27 
cases referred to them. 

Mr. O’Hara. Being an attorney, I quite understand the words “dis- 
posed of”—where a prosecuting office has dismissed a lot of matters 
they say “disposed of.” If they have “27 convictions,” they say “27 
convictions.” If they have had 25, they probably would say “25 con- 
victions.” “Disposed of” would indicate to me that there were few 
if any real prosecutions and convictions. This involves our security. 
It requires something more than wrist slapping. Since 1953 we have 
had only 27 criminal cases disposed of, and we are not told how they 
were disposed of. 

Secretary McCietxian. Mr. O’Hara, may I point out that we would 
like to be able to do such a good job at the level in which we operate 
that it wouldn’t get to the point of there being criminal cases develop. 
I won’t suggest to you that that is possible, and that is reflected by 
these 27 cases which were urned over to the Justice Department, and 
I haven’t before me the disposition they made of them, but I know 
that there were fines and imprisonment, both, and I cannot give you 
the number, but I would suggest this: In the same sheet that you 
have been reading, I read: 

The seizure sanction has of course also continued to be applied by the Bureau 
of Customs. Since April 1953, over 1,000 seizures have been instituted involv- 
ing nearly $900,000 of United States goods sought to be exported in violation of 
export controls. 

We would like to have such a good record—and I am sorry that we 
cannot—that we would prevent the crime ever occurring, by the sur- 
veillance of the order that operates. We also would like to think that 
there are not too many in this country who would today seek to export 
illegally to Iron Curtain countries, and I would say on that point, Mr. 
O’Hara, that in spite of the fact that we exercise rather severe control 
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over all types of exports to Iron Curtain countries prohibiting any- 
thing excepting purely peaceful goods, that we have had no complaint 
whatsoever from labor or industry, either one, because of that restric- 
tion, and it is my conviction that the people in this country, concerned 
with business operations at any level, put our own security ahead of 
their business, and I think that is reflected in this record. 

Mr. O’Hara. I noticed your statement that you had made seizures 
totaling in value $900,000, and apparently there had been no criminal 
action taken in connection. 

Secretary McCietian. I am sorry—— 

Mr. O’Hara. Apparently there have been few, if any, criminal 
actions taken, with a background of the seizure of almost a million 
dollars worth of goods sought to be imported illegally. 

Suppose the customs people reported that there had been seizures— 
a million dollars’ worth of goods that had been sought to be brought 
into this country in violation of the custom laws, and there had been 
no prosecutions. 

Secretary McCretian. Mr. O’Hara, I am very sorry, but I cannot 
tell you at this time just how these violations were evaluated in terms 
of penalty appropriate for the crime. I can only tell you that we 
believe that from our responsibility, which is compliance principally, 
administrative sanction secondarily, and that we have done our ut- 
most, and I think have done a good job of it in terms of maintaining 
appropriate controls against illegal export. 

So far as the evaluation of the penalties as being appropriate or not, 
to the crime, I did not come here prepared to report on that, but I 
would be very glad to get further information on it, if you wish. 

My principal point is to say this, that to the extent that we have 
been able, and I think it is a good record, we have and are controlling 
these exports. We are catching the culprits, and the ones that are 
violators of more than one time we seek to put out of business, and 
there are today operators principally in the field of import and export 
in this country, 1 believe, experienced, qualified, and highly regarded 
businesses that are not interested in deviations from our laws and 
regulations in this field. 

Now, I mention also that part of the violation which is reflected is 
offshore. This job of supervising the export of American goods goes 
beyond the mere shipping from our own harbors, and we have to look 
toward the controls jointly enforced overseas, and to the surveillance 
of the importers and exporters who might illegally transship from 
other points, and that in itself is a major part of our problem, and one 
in which we have met with considerable success, but does not reflect 
the sanctions that we apply, but are in the sanctions and penalties 
criminally applied overseas by other countries. 

Mr. O’Hara. Mr. Secretary, you can conceive your embarrasment, 
if actual war unhappily should develop and we should find that mate- 
rials were being used against us to take American life that got to these 
Tron Curtain countries because you had not rigidly enforced the penal 
provisions of the law. 

Secretary McCie.txan. That is right. 

Mr. O’Hara. You do not wish to be regarded as soft, I am sure. 

Secretary McC.Letian. That is right. 

Mr. O'Hara. Certainly you do not wish to be soft with people who 
jeopardize onr national security. If someone is seeking illegally to 
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send goods behind the Iron Curtain, and you catch him at it, shouldn’t 
he be prosecuted ? 

Secretary McCLe.ian. Yes. 

Mr. O’Hara. And you are not doing it? 

Secretary McCuiexiian. That is not quite true, Mr. O’Hara. 

Mr. O’Hara. The record shows it is true. You are censuring 
violators and I find here a case where you suspend his rights for 2 
months. I repeat, that is wrist slapping. 

Secretary McCuetian. I judge what you are saying is that you 
think we are not applying appropriate penalties for violations which 
have occurred. Do I understand that right? 

Mr. O’Hara. Well, maybe I am a little sensitive on this point. I 
know if this had happened under a Democratic administration they 
would say we were soft to the Communists. 

Secretary McCier.an. Well, Mr. O'Hara, again, may I say that our 
primary responsibility is to prevent the shipments, and there are two 
ways to do that. One is to stop them at the source, as the effort is 
made ship illegally, and the other is to stop the man permanently who 
enters into ra illegal transactions. We do both of these. 

Now, as to the penalties imposed, again I report that I am not 
qualified this morning to evaluate the penalties imposed in relation to 
the crime at which the culprit was caught, but I am in position, sir, 
to tell you this, that we have done, I believe, an excellent job in our 
responsibilities to exercise control over exports to prevent strategic 
or other materials of importance to us and to war potential being 
shipped illegally behind the Iron Curtain. 

Mr. O’Hara. Now, Mr. Secretary, I appreciate the opportunity of 
having this conversation with you. Have you somebody with you 
who can give me more information in regard to such prosecutions as 
we have had? Let us take up the 27 cases and find out how they were 
disposed of, and how serious they were. 

Secretary McC.Letian. Just a minute. Let me see if we have that. 

The CHarrmMan. Can you insert that in the record ¢ 

Secretary McCievtan. We can get that, Mr. O'Hara. We would 
be very happy to. 

(The data requested appears at p. 67.) 

Mr. O’Hara. Mr. Chairman, I think this is far more important than 
inserting it in the record. If, through a soft administration strategic 
materials are getting behind the Lron Curtain, and we are doing noth- 
ing about it, this committee cannot escape its part of the blame if it 
fails to look into the matter thoroughly. 

The CuHatrman. The genleman should have an opportunity to 
consider what they have done, whether they have violated the spirit 
of the law, whether they have cooperated with people behind the Iron 
Curtain. It seems to me that proper procedure is to insert the infor- 
mation in the record. 

Mr. O’Hara. Then, Mr. Chairman, I am satisfied. I feel that I 
have called a very grave situation to the attention of the American 
people. This is going on, and there are no prosecutions. You 
counterfeit a dollar bill and you are run down, and the reason there 

isn’t more counterfeiting is because people know they cannot counter- 
feit Uncle Sam’s money without being run down and sent to prison. 
Here are offenses so grave they jeopardize our national security, and 
there are no prosecutions to speak of. 
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Mr. Borron. Would the gentleman yield for a question at this 
point ? 

Mr. O’Hara. Certainly. 

Mr. Boiron. What evidence, sir, is there that there is a large volume 
of goods getting behind the Iron Curtain ? 

Mr. O’Hara. The statement of the witness here, that in the last few 
months goods amounting to $900,000 were seized. There were 100,000 
applications, and of the 100,000 applications 400 of them were found 
to be for goods intended to go behind the Iron Curtain. 

Mr. Borron. Those were applications only, were they not, sir? 

Mr. O’Hara. Certainly, but of those applications 400 were found 
to be fraudulent applications. 

Secretary McCiettan. No. That was the total applications made. 
That was the total, Mr. O’Hara, of the applications made for export 
directly to Iron Curtain countries. 

Mr. O’Hara. Let us read the exact testimony so that there is no 
mistake on it. It is on page 5. 

The point can also be illustrated statistically by noting that in the last 6 
months of 1955 a total of almost a hundred thousand applications for proposed 


shipments to the free world were reviewed by the Bureau of Foreign Commerce, 
as compared with only about 400 which were in fact declared to be destined for 


the Soviet bloc. 

Secretary McCLe.uan. Yes, sir. That means this, that there were 
export applications made for shipment to free world countries, which 
is another matter entirely, as against only 400 applications made as 
required, of course, for shipments direct to the Soviet bloc. 

Now, out of these 400 we had to review them all, certainly. These 
other activities are separate and apart from that. These seizures mean 
that here is something that was started to be illegal for one reason or 
another—perhaps merely misclassification—but which were seized 
because they did not conform to requirements. 

The truth is, Mr. O’Hara, that we have no évidence whatsoever that 
any substantial amount of American-source goods of the order we are 
discussing, strategic materials, is finding its way behind the Iron 
Curtain. 

I would not claim that there is no transshipment from other shores 
at all. I would simply say, however, that what violations do occur 
are principally, the larger number, are from other ports than those 
in the United States, and one of our major problems throughout has 
been to attain the controls warranted in cooperation with other coun- 
tries by the watching of their exporters against transshipment, and 
getting compliance and prosecution where violations do occur in other 
hands. 

Now, I find certainly nothing here which would give any evidence 
to the flow of American strategic materials behind the Iron Curtain. 
We sincerely believe, Mr. O’Hara, that there has been a good control 
on that, and that we are exercising it and that in the main we have 
had good cooperation from our foreign friendly countries to prevent it. 

Mr. O’Hara. I hope you have, but I find on this export control 
violators’ report here just one typical case. Here is a company, un- 
authorized transshipment to Hong Kong via Lisbon, false represen- 
tation. That was actually intended to go into the hostile area. Order 
denying all export privileges in May 1955, was issued. No other ac- 
tion was taken. You took away his privileges for 2 years. 
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Secretary McCLe.ian. I agree we would have to examine the record 
and find out what the basis of determination of this penalty was, and 
as I reported I don’t have that evaluation here with me this morning. 
I would put it on these premises: No. 1, we are exercising controls 
effectively in cooperation with free world countries of all shipments 
that leave this country and go to free world countries, and we are doing 
this to prevent their transshipment in the Iron Curtain areas. 

The Cenedance How many of the applications—— 

Secretary McCrietian. May I finish, Mr. Chairman? It will take 
a second. 

Secondly, the penalties imposed are of two types: The first is the 
sanctions administrative; the second, criminal under the Justice 
Department. 

1 have promised you that we would try to develop for you and 
return with it to you an analysis of those penalties, as against those 
enacted as some basis of judgment as to whether or not the penalties 
imposed are those warranted. I cannot give you a full report on that 
this morning. 

The CHarrman. You say there were 400 applications for shipment 
behind the Iron Curtain ? 

Secretary McCLe ian. In the 6 months’ period; that is right. 

The Cuarrman. How many of those were granted ? 

Secretary McCrieiian. In terms of numbers, the vast majority of 
those were granted. 

The CHatrMan. What character of material was it? 

Secretary McCLe.uan. I can assure you this, Mr. Chairman, that 
anything on which the permit was granted was determined to be of 
peaceful goods entirely. I would lke to ask Mr. Borton to answer 
that. The CHarrman. Would you grant an application for shipment 
of scrap beyond the Iron Curtain ? 

Secretary McCietian. No, sir; it is on the positive list. It would 
automatically be turned down. 

The CuHarrMANn. Those shipments behind the Iron Curtain are con- 
sidered things that would not be useful in war; is that true? 

Secretary McCietian. Anything of strategic materials would be 
denied automatically ; yes, sir. 

The CHarrman. I would like to ask you one question: Why has 
there been such a jump in the amount of scrap that has been shipped 
abroad ¢ 

Now, before 1954 there was a very small amount. In 1954 I think 
there were a million tons, or a little over. In 1955 there were 5 million 
tons. What is the reason for that? 

Secretary McCietian. Mr. Chairman, in general terms it has been 
the gross increase in economic activity throughout the countries here 
and abroad that are using steel scrap in the production of steel. The 
increase in the use of scrap in this country has been tremendous, as 
you know, and the same is true particularly in Germany, in England, 
in Canada, and in Japan; also somewhat in Mexico. 

The Cuairman. I have been reliably informed that there are large 
stores of scrap in England and Italy and in Pakistan and Korea and 
in Japan. Is that true? 

Secretary McCietian. Mr. Chairman, we don’t know exactly what 
stockpiles they have in these countries. I can assure you this, however, 
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that for some months now we have been consulting with the Govern- 
ments in these several countries, particularly in England and Ger- 
many and Japan, and telling them that they must not continue to rely 
so heavily on the United States for their steel-scrap supply. 

The CHarrmMan. Isn’t a great deal of the scrap that they now have 
the result of expenditures of the United States in those countries? 

Secretary McCrietxan. I beg pardon ? 

The Cuatrman. I say, isn’t the scrap that they now have largely 
the result in many instances of the expenditures this country has made 
there, and of the abandonment of things that have been built with 
American money ¢ 

A man told me there were 200,000 tons of scrap he saw in Pakistan, 
and I said “How did they happen to get so much scrap?” and he said 
it was largely the result of expenditures of American money in rail- 
roads, and other things, that have been abandoned. 

What do you know about that ? 

Secretary McCie.ian. I don’t know anything about the Pakistan 
situation, but to answer your question on England, England report- 
edly has 600,000 tons of steel scrap, but I report to you that they made 
no purchases from us in February. 

The Cuarrman. How about Italy ? 

Secretary McCrietian. Italy—I don’t know what their import 
figure was, Italy; we don’t have any inventory, Mr. Chairman, on 
their steel scrap. 

We do know, however, that their steel-scrap situation is one of the 
worst. They have not up to this time generated any great amount 
of steel scrap, and they are short indeed in their trying to develop 
some steel industry. They are very short of steel scrap. 

The Cuatmman. How about France? I have information from 
people who have been to both of those countries. They say they have 
lots of scrap. 

Secretary McCreiian. I don’t have the information on scrap in 
France. 

As you know from our testimony last week, we do not have a real 
overall inventory of the steel scrap in this country. We have only 
the inventory in the yards where they accumulate it, and in the fac- 
tories who operate by using steel scrap, but the real inventory of steel 
scrap in any country is to be found in private hands, unrelated to the 
steel industry at all. That cannot be determined in terms of gross 
amount without long-term expensive studies being made. We have 
not yet achieved that in this country. 

The Cratrman. I have discovered since we have started these hear- 
ings that the small, semiintegrated steel companies have a very great 
interest in this hearing, and they are vitally interested in their con- 
tinuing opportunity to produce scrap. That seems to be general, 
and they are apprehensive that the exportation of scrap will have 
such an effect upon them that it would be disastrous. I know they 
are marginal, high-cost producers, and most of them are suffering. 
The big fellows could put them out of business if they wanted to. 

Of course, if we are going to have full employment and full pro- 
duction, particularly in these strategic minerals, we ought to see 


that no injury is done to the small steel companies. Don’t you feel 
that way ? 
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Secretary McCietian. Certainly. We all have an interest in the 
Department of Commerce in all segments of industry and particularly 
in the small business concern. For your information, Mr. Chair- 
man, I was for many years the head of a small manufacturing com- 
pany myself, and I left that company, which I had founded, and ran 
for 28 years, to come back here to Washington, to my sympathies 
personally are with the small-business enterprise because I have some 
knowledge and acquaintance as to their problems; but I want to point 
out here that. it is not the small business alone that is concerned with 
this problem. 

By referring you to one of these documents which I have delivered 
this morning, iron and steel scrap has increased 26.4 percent since 
the basic period of 1947-49; iron ore has increased 61 percent in price. 
Pig iron, 41 percent ; semifinished steel, 70 percent, and finished steel, 
54 percent. 

Now, the point I am making is that it is not only the semiintegrated 
companies that are suffering price increase; this has been across the 
board, and their increase has not been even as high as these other 
cost increases which have applied to all of the steel manufacturers. 

The Cuatrman, These little fellows cannot stand as much increase 
as the others, either. 

Secretary McCLe.tian. I agree completely that in this present situ- 
ation that has been with us for some months it has been harder on the 
smaller semiintegrated companies than on the large. I think that 
is certainly true, but in relating the whole problem to the steel-scrap 
situation, I think we must be completely fair and not get drawn off 
the course by a problem that is of another order. 

The CuHairman. What is the difference in the price of the domestic 
scrap and the export price ? 

Secretary McCientian. The difference in the price of the freight. 
It depends on the destination, Mr. Chairman. 

The CHarrman. Don’t a good many of the scrap producers want 
to get in the export business because it is more remunerative to them? 

Secretary McC.Letian. I cannot speak for them, frankly, Mr. Chair- 
man. I think they can speak on that point for themselves better than 
I. I am not acquainted with it. I have never been in this business, 
but I am certain of this, it is possible today, and has been through- 
out the whole problem, to buy steel scrap at a price. That price has 
been largely high, particularly during the last year. I would point 
out at the same time, however, as I did a week ago, that it is not a 
new thing to see fluctuation in this very volatile commodity of steel 
scrap. There have been many fluctuations before of rather dramatic 
order, and furthermore, during the last few weeks there has been a 
sharp decline in the price of steel scrap which I think has been in 
the major amount of $6 decline since the last part of December. 

The Cuatrman. Do you anticipate an increase in the amount of 
export scrap to continue as it has in the last. year or two? 

Secretary McCuierian. I don’t believe so; no sir. That is not the 
information we have. The information that we have is to the effect 
that, at least the countries with whom we have been in contact con- 
cerning steel scrap, partly in fact as a result of conferences during 
which we advised them to seek other sources of steel scrap, it is our 
conclusion that we can look toward declining exports of steel scrap 
some time this year. 
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I think the change in the picture has been the reason for the decline 
in the price during recent weeks. 

The CHarrmMan. Haven’t there been some importations of steel 
scrap to this country ? 

Secretary McCietitan. From Canada, yes. 

whe CuairMan. Is there a tariff duty on the importation of steel 
scrap ! 

Secretary McCuexuan. I believe not, Mr. Chairman. 

The CuamMan. You are sure about that? 

Secretary McCuetxan. I can make sure if you will wait just a 
minute. 

That is correct, there is no tariff on imports of steel scrap from 
Canada. 

The CHarrman. I may say that not only the small producers are 
interested in seeing that they get sufficient scrap to operate the mill, 
but the men that work there are deeply interested in it, and that has 
been emphasized to me many times because I have a mill that employs 
about 3,500 people in my own district, and during the war, and just 
after the war, they were often in trouble. They couldn’t get pig. I 
never saw the employers. The men came here and said “Can you get 
us some pig?” We would go and see Jesse Jones in the RFC to get 
some pig, and they would go back to work again. 

If they had not continued operating men would have been out of 
employment. 

It seems to me this is a pretty important question to be settled 
right, and I hope that nothing will be done to increase the price of 
scrap that will work an injury to these smaller steel producers. 

Mr. Patman. Mr. Chairman, would you yield for a brief observa- 
tion on that? 

The Cuarman. I will. 

Mr. Parman. If you will take this statement that Mr. McClellan 
filed about the price of steel scrap, pig iron, and steel for selected 
periods, you will notice that the price of steel scrap has fluctuated 
alot. In 1952 it was $41.37; that 1s 1952. It went down to $40, then 
$28, $25, $26, $32, $37. Then it went up to a $53, and then started 
down again. The last report had, February 28, was $47.83. 

I understand it is lower than that now. 

Secretary McCretxan. I think it is a little lower. 

Mr. Parman. All right. 

Now, then, you take the composite price of pig iron in that other 
column and you will notice it never retreats. It never goes down. 
It always goes up. It is usually at the same price. Take, for in- 
stance, starting at a comparable date, 1952, the price of $52.77 for pig 
iron. It goes up to $55 and then $56.59, and continues exactly that, 
$56.59, for 10 months, exactly the same. Then in July it raised to 
$58.46, then it commences $59.09 and continues 14 months exactly the 
same. 

Then you take the price of finished steel, and it compares, of 
course, to the pig iron and the price is fixed so that it is exactly the 
same, and you take the very minute that pig iron was fixed at $59.09 
steel was fixed at $103.48, and it has remained exactly the same ever 
since that time. 

It seems like the only fellow who is in the squeeze is the little busi- 
nessman who is handling the scrap. His price has fluctuated up and 
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down all over the lot, but the people who handle the pig iron, and the 
finished product have a fixed price exactly the same all the time. 

I wonder if that would attract the attention of the Assistant Secre- 
tary of Commerce? Is that alarming to you, that they would have 
exactly the same price down to the penny over a long period of time?: 

Secretary McCieiian. Over a long period of time, Mr. Patman, 
that is true, but if you will take a look over the years while there 
has been more fluctuation, certainly steel scrap—— 

Mr. Patman. We are dealing with the present and immediate past, 
you know. 

Secretary McCuextxian. I think we are not going too far back to 
talk about 1947-49 as a base period. If you go back that far you will 
note that the increase in price has been much more substantial in pig 
iron and other raw materials, and in the price of finished steel than it 
has been on steel scrap over that period. 

Mr. Patman. I know it has, but steel scrap went up to $53. 

Secretary McCietian. That is true. Steel scrap is a much more 
volatile commodity than is pig iron because of its base in a mining 
industry where they have the constant factors of supply and cost of 
production. 

Here we have the fluctuation based on many factors which are 
under less control in the market place. 

Mr. Parman. They are not in position to fix their prices like the 
ones who deal with pig iron and finished products. I don’t say they 
fix them in violation of Jaw; they possibly have another unconversa- 
tional understanding. 

The CHarrMan. The big producers not only produce the steel, they 
produce the ore and pig iron, too, don’t they ? 

Secretary McCietian. I am not familiar with the industry. In 
some cases it is true but I would suggest to you as a manufacturer 
formerly that I know a little bit about manufacturing operations, 
and you can determine your costs and get into a pattern where you 
take into account your wage increases and the other factors from 
year to year and make adjustments accordingly, but when you are 
dealing with steel scrap, which is a byproduct commodity, the price 
changes when you have to haul it a few more miles, or when you have 
to find new customers or new suppliers for it, and I mean by that 
the back yards, the farmers, and the other places who have accumu- 
lated maybe a few hundred pounds of steel scrap, that have to be 
brought out into industry to sell it in times of temporary shortage. 
That is reflected throughout the history of the steel scrap industry. 
That justifies, Mr. Chairman, the volatility of steel scrap as a com- 
modity. It is not unique in this. 

There are other commodities of this general order, but this is one 
where volatility is a characteristic, historically. 

The Cuamman. The reason I made that observation, I was in 
Venezuela not long ago and they showed me some iron. They didn’t 
mine it. They strip-mined it. I said “Who owns it?” They said 
“United States Steel.” 

It seems to me they own the source of production, they produce the 
pig and the steel. They are not so susceptible to changes in prices 
iis little fellow who has to go in the market and purchase every- 
thing. 

Mr. Patman. I think thy own the barge that brings it down. 
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The Cuatrrman. They own the barge. They do. 

Mr. Tatixe. Mr. Chairman. 

The Cuarrman. Dr. Talle. 

Mr. Tauur. This controversy reminds me of the situation in the 
1920’s when construction, residential or industrial, or both, was active. 
There was tremendous demand for iron and its products, together 
with cement, and the controversy about scrap and cement was on at 
that time. 

Typically, professional people who undertake to do business fore- 
‘asting, and we do have a few valiant souls who undertake that sort of 
thing, we find that serap is one item they take into account because it 
is so highly responsive to changes in demand and in supply, and that 
is understandable because of the nature of the commodity. 

I think therefore the Congress should take into account in its large 
programs of construction, including highway and school construction, 
that such products as iron in its various forms and cement may run 
into short supply. It does not surprise me at all to find changes in 
scrap prices without comparable changes in, let us say, steel as a 
product. Th conditions that lie back of demand and supply are 
different. 

Mr. Hiestanp. Mr. Chairman. 

The CuarrMan. Mr. Hiestand. 

Mr. Hiesranp. Mr. Secretary, I am not sure that the record is quite 
clear in some of the testimony which has just preceded. 

First of all, I think I can understand why the law of supply and 
demand dictates the prices of scrap and makes it more volatile, because 
the factors are variant to a large degree. . 

How much is the price of scrap steel affected by the quantity of 
export? Is that a major cause for the shortening of the supply? 
Would you say it is more than half of the cause or less than half of 
the cause ? 

Secretary McCietian. Mr. Hiestand, I would venture the opinion 
that you could determine the significance of export to price in ratio 
to the overall demand to price. 

Exports during 1955 were about 6 percent of the total United States 
consumption of all kinds of scrap, including “purchased” and “home” 
scrap. “Home” scrap describes scrap generated, during manufacture, 
by a mill or foundry and used by it. “Purchased” scrap is that which 
is collected and sold on the open market. It is Jess than that in the 
gross amount, but 6 percent, I believe, 6.09 percent of the total scrap 
consumption. Exports were 12 percent of all the “purchased” scrap 
sold in the United States last year, I would say that the ratio of in- 
fluence is about the same as the influence in the use itself. 

Mr. Hriestanp. In other words, it is about a 12-percent ratio? 

Secretary McCrietian. That is what I would say; yes. 

Mr. Hresranp. I see also among these hundred thousand applica- 
tions for general exports that my good friend, Congressman O’Hara, 
for whom I have a high regard, pointed out that about 400 were in 
fact declared to be destined for the Soviet bloc. Those 400, as I under- 
stand it, were approved because they were nonstrategic materials? 

Secretary McCietxian. Mr. Hiestand, no request for any strategic | 
material export to the Communist bloc would be honored. They  — 
would be denied automatically in the Department. 
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Mr. Hiestanp. Then there were no exports from the United States 
contrary to law? 

Secretary McCietian. Not to our knowledge. It is our job to 
prevent such illegal exports. 

Mr. Hiesranp. I would like to ask the Secretary, Mr. Chairman, 
how he can prosecute an exporter for a crime which was not com- 
mitted ? 

Secretary McCietian. Well, we have caught some violators obvi- 
ously as indicated here, approximately a thousand of them, by one 
means or another, who have deviated from the law in some fashion. 
These are the gross applications for export, a hundred thousand for 
the free world, about 400 for the Iron Curtain countries, but along 
the way there have been deviations of one kind or another by exporters 
which we have caught, and I mean by that they might be the matter 
of classification—a product might be identified in one way on the 
documents and be discovered to be something else when examined, and 
that is a violation. 

Mr. Hiesranp. I wanted it made clear in the record that these 400 
did not violate the law. 

Secretary McCrievtan. No. There is no evidence of that at all. 

Mr. Hrestranp. The questioning was that these people or some of 
them who had broken the law should have been punished. How are 
you going to punish them if they haven’t broken the law? 

Secretary McCietian. The clear answer to that, we make no claim 
first that there has been no violation gone undiscovered. I want to 
be honest about that. I think it would be a miracle if control of this 
order were operated without any error whatever. 

On the other hand, I believe that the controls have been well admin- 
istered and have been effective to the maximum—not only here, but 
abroad. 

Finally, there have been some cases here, and more overseas, where 
violations were discovered, where prosecutions followed. In either of 
two categories, administrative sanction through our Department, 
through the Justice Department here in the United States, but most of 
them overseas by the laws of those lands, in cooperation with us in 
uncovering the violations, to that, Mr. Hiestand, there are violations 
that are not spoken about in these 400 applications, or in the hundred 
thousand. There are applications which are not involved in that 
statistic at all, and it is the violations we catch which we prosecute, 
and 1 by 1 of these 3 means: Sanctions, administrative in our Depart- 
ment, Justice Department in our Government, overseas by friendly 
governments cooperating with us. 

We think in the main they have been good. 

Mr. Hrestanp. Steps have been taken to prosecute all violations? 

Secretary McCienian. Yes, sir; to the best of our ability to catch 
them. Without exception we undertake to see that violations are 
followed promptly by appropriate prosecution of whatever order is 
warranted. 

Now, I again report, Mr. O'Hara, that we will be glad to provide to 
you the record on that and let you be the judge as to whether or not 
proper penalties were imposed. 

Mr. O’Hara. Mr. Chairman, I think I should say in all fairness, 
that I did misinterpret the testimony of the Secretary appearing on 
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page 5. That, as I understand it now, applies to the 400 cases where 
the declared applications were for permissible export behind the Iron 
Curtain; I had misconstrued that. 

Secretary McCuietxan. I am sorry I didn’t make it clear. 

Mr. O’Hara. I am sorry that I misconstrued or misinterpreted 
that paragraph of the Secretary’s remark. 

The Cuatrman. All of those violations were not in connection with 
applications for shipments behind the Iron Curtain ? 

Secretary McCietian. No. 

The CuHatmrman. They were violations of applications that the free 
countries diverted there ? 

Secretary McCietxian. Of any order. We have to prosecute even 
shipments to our own free-world countries also because they sometimes 
violate the law. 

Mr. O’Hara. I am not retreating from any position, though, Mr. 
Secretary, that I think that where there are so few prosecutions, and 
apparently some of the offenses are very serious, as set forth in your 
statement here, that you might sabes being harder in criminal 
prosecutions of people who violate. 

Secretary McCiettan, Might I support your statement, Mr. 
O’Hara? {f we are being soft, I am not aware of it. We should be 
vigorous in our prosecution of violators, and we should make certain 
that particularly those that endeavor to make shipments behind the 
iron curtain of strategic materials get the maximum penalty, so that 
in order that we understand each other I am on your side. 

I want to make certain that you are informed as to what we are 
doing, so that there is no question of our interest and our effort, at 
least, toward that end. 

Mr. O’Hara. The Alcoholic Tax Unit, and the customs people, and 
those in charge of the violations of counterfeiting, prosecute vigor- 
ously, so there is fear of detection and prosecution by the Federal] 
Government. I think the same should extend to this. 

Secretary McCuiextan. I can assure you, Mr. O’Hara, that there is 
that fear and recognition, and we make it very clear in our publications 
what our policies are in that, and there have been quite a number 
suspended for the duration of our export controls who will not be 
permitted to become exporters again so long as export control is 
operated. 

Mr. O’Hara. I wish you would put in the record so that we can 
study it when we have the leisure the history of the 27 disposal cases 
since 1953. 

Secretary McCietian. We will provide that. 

(The data requested above is as follows:) 


THE ASSISTANT SECRETARY OF COMMERCE, 
Washington 25, March 7, 1956. 
The Honorable Brent SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: At the March 5 hearing before your committee on exten- 
sion of the Export Control Act a question was raised concerning the nature of 
the penalties that have been imposed in the criminal cases that have been 
brought for violations of the act and related Federal laws since April 1, 1953. 

As stated at page 11 of the report on legal enforcement activities previously 
filed with the committee for the record, 31 criminal cases were pending between 
April 1, 1958, and December 31, 1955, of which 27 were completed by the latter 
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date. For the information of the committee, I enclose copies of a supplementary 
report summarizing these cases and the penalties imposed or other determina- 
tions made in them. 

As will be seen, these cases present various types of violations, like the 
administrative cases which are summarized in our previously filed report. In 
considering the usefulness of criminal prosecutions as a means of enforcing the 
Export Control Act it is important to bear in mind that the success of such 
prosecutions is substantially limited by the difficulty of obtaining the necessary 
foreign witnesses and documentary evidence, as required by our Constitution and 
laws in criminal cases. This difficulty is, moreover, compounded by our need 
to adhere to security regulations with respect to information relevant to such 
cases which has been obtained by investigative and intelligence sources operating 
abroad. 

For these reasons it is necessary and in most instances preferable to use the 
administrative sanction of denial of export privileges. We have found this quite 
effective from an enforcement viewpoint because of the substnatial economic 
impact of such orders on the United States and foreign firms with whom we deal. 

Incidentally, I have looked into the case of unauthorized transshipment to 
Hong Kong via Lisbon, mentioned by Representative O'Hara, at page 104 of the 
transcript. I find that we referred the case to the Justice Department for 
prosecution; that Justice referred it to the United States attorney in San 
Franciso; and that he presented it to a grand jury, which refused to indict. 

I trust the foregoing will be of assistance to the committee, and I offer this 
letter and enclosure for your record. 

Sincerely yours, 
H. C. McCLe.xian, 


International Affairs. 
Enclosure. 


CRIMINAL CASES (ALREADY CONVICTED OR AWAITING TRIAL) 


PENDING AT APRIL 1, 1953, 17 CASES 


Emanuel Goldberger et al.; 2 individuals: Conspiracy to bribe FEA export li- 
censing officer and effect unlawful exports of rayon to Cuba. Indicted southern 
district of New York, June 1946. One defendant pleaded guilty and given 1 year 
suspended sentence. October 1954, on plea of guilty, other defendant given 2 
year suspended sentence. 

Joseph L. Cardona, et al.; four individuals: Conspiracy to bribe OIT license 
officer to obtain licenses and effect unlawful exports of rice to Cuba, and sub- 
stantive offenses to effect same. October 1948, indicted in district court, Louisi- 
ana. April 1953, on nolo contendere pleas to substantive counts by 2 defendants, 
a fine of $4,500 imposed on each defendant. One other defendant pleaded nolo 
contendere to conspiracy count and was given 1 year and a day suspended sen- 
tence, with 5 years probation. June 1953, last defendant pleaded nolo con- 
tendere to substantive counts and was fined $4,500. 

Martin Markowitz, et al.; 13 individuals and 2 corporations: False state- 
ments in shipper’s export declarations, unlicensed exports of food products to 
Italy, unlawful removal and destruction of customs records, bribery of a cus- 
toms employee, and attempted bribery of another customs employee. Twelve 
indictments issued in southern district of New York, September 1949. October 
1949—trial of one individual on indictment charging destruction of customs 
records and attempted bribery of a customs employee; found not guilty. Feb- 
ruary 1950—three individuals tried on another indictment. One individual 
sentenced to a year and a day imprisonment; another individual to a year and a 
day imprisonment, $4,500 fine, and probation for 1 year after expiration of sen- 
tence; and a third individual to 3 years’ imprisonment, $11,000 fine, and pro- 
bation for 2 years after expiration of sentence. Affirmed by second circuit. 
Petition for certiorari denied by Supreme Court. Subsequently, district court 
suspended execution of prison sentences originally imposed against these three 
individuals. March 1954, 10 other related indictments nolle prossed. 

Arthur Harris; one individual: False statements as to existence of foreign 
orders to support license applications. November 1950, indicted in southern 
district of New York, August 1953, nolle pros entered because of Government’s 
inability to obtain foreign witnesses. 

Ralph Louis Lorenzo; one individual: Alleged misrepresentation of identity 
of commodities to effect exportations under general license which actually re- 
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quired validated licenses. Indicted southern district of New York, December 
1950. Two related defendants previously found guilty and sentenced. In- 
dictment against defendant Lorenzo nolle prossed, September 1954. 

Edwards International Corp., et al.; 1 corporation and 1 individual: False 
statements in license application that truck tires would be shipped to Italy, with 
knowledge of consignee’s intent to transship to Rumania or Turkey. Indicted 
in southern district of New York, March 1951. In June 1953, corporation 
pleaded guilty and was fined $1,000. Charges against individual dismissed on 
his motion. 

selinex Corp., et al.: 1 corporation and 1 Belgian individual: Alleged mis- 
representations in license applications and shipper’s export declarations that 
roller bearings were destined for Belgium although actually intended for Czecho- 
slovakia. Indicted in southern district of New York, May 1951. Corporation 
dissolved. Belgian individual cannot be tried as he has departed from United 
States. 

British Mercantile Co., Ltd.. et al.; 1 corporation and 3 individuals: False 
statements on shipper’s export declarations and bills of lading to ship worthless 
materials in fraud of Indian consignees who had bought and paid for polystyrene. 
Indicted southern district of New York, August 1951. Corporation and two in- 
dividual defendants pleaded guilty and were given suspended sentences subject to 
making restitution to defrauded consignees. Indictment against remaining de- 
fendants nolle prossed, April 1954. 

David Zeyland Corp., et al.; 1 corporation and 1 individual: Alleged false rep- 
resentation in license applications and shipper’s export declarations to export 
roller bearings ostensibly to Belgium, but intended for and actually diverted to 
Switzerland. Two informations filed district court, Pennsylvania, January 1952. 
The individual defendant has fled from the United States. The corporate de- 
fendant cannot be tried in his absence. 

James H. Scott; one individual: False statements in shipper’s export decla- 
rations and trafficking ni licenses for foodstuffs. Indicted district court. Flor- 
ida, April 1952. In May 1953, on plea of nolo contendere, fined $100 and placed 
on probation for 3 years. 

Victor Samaan, et al.; 1 corporation and 1 individual: Alleged false representa- 
tions in shipper’s export declarations to make unlawful shipments of roller 
bearings ostensibly to Switzerland, but actually transshipped to Czechoslo- 
vakia; misuse of licenses to export larger quantities of bearings than authorized. 
Indicted southern district of New York, April 1952. The individual defendant 
is deceased. November 10, 1954, case against corporate defendant nolle prossed. 

Ching Sen Lee, et al.; two individuals: Alleged false representations in li- 
cense application and shipper’s export declarations as to identity of ultimate 
consignee and destination of tinplate shipments, and trafficking in export li- 
censes. Indicted southern district of New York, July 1952. One defendant is 
fugitive from justice and other defendant has not been tried in his absence. 

Henry G. Bennett, et al.; 2 corporations and 3 individuals: Conspiracy and 
bribery of former export licensing officer to obtain licenses to export tinplate. 
Indicted, district court, Virginia, July 1952. Two individual defendants have 
pleaded guilty and, of these, one has been sentenced to a year and a day im- 
prisonment and the other placed on probation for 2 years. One individual de- 
fendant and 2 corporate defendants pleaded not guilty, were tried in June 1953, 
and the individual was sentenced to 18 months’ imprisonment and the 2 com- 
panies were fined $1,000 each. 

Leonard Schmerer ; one individual: Unlicensed exportation of American-origin 
hides to Austria, falsely declared to be of Canadian origin, and exportable under 
intransit general license. Indicted, southern district, New York, January 1953. 
On plea of guilty, $1,200 fine imposed May 1954. 

John Respondek ; one individual: Alleged unlicensed exports of antibiotics to 
Poland. Indicted eastern district, Michigan, March 1953. Defendant acquitted 
December 1954. 

Joseph Tully Pomerance; one individual: Unlicensed exportation of anti- 
biotics to Rumania via Canada. Indicted eastern district, Michigan, March 
1953. On plea of nolo contendere, $1,000 fine imposed October 1955. 

Sealed indictment; one individual: Alleged unlawful export of a chemical to 
Switzerland with knowledge that consignee intended to transship to U. 8. 8. R. 
Indictment issued August 1951, in southern district, New York; but not served or 
published because of inability of Government to induce key witness in Switzer- 
land to come to United States to testify. 
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CASES COMMENCED BETWEEN APRIL 1, 1953 AND DECEMBER 31, 1955 


Isadore Marks; one individual: Alleged misuse of license to export to other 
than authorized consignee, and misrepresentation of identity of ultimate con- 
signee in shipper’s export declaration. Indicted district court, Florida, May 
1953. Awaiting trial. 

Harris S. Levy, et al.; two individuals: False statements in shipper’s export 
declarations covering shipments to Pakistan. Indicated southern district, New 
York, October 1953. On pleas of guilty, each defendant fined $3,000, March 1954. 

Texas Ice & Refrigerating Co.; one corporation and one individual: Unau- 
thorized exports to Mexico. Information filed, district court, Dallas, Tex., July 
1953. One plea of nolo contendere, defendants fined $16,000, July 1953. 

L. Sandoval, et al.; two individuals: Unauthorized exports to Mexico. district 
court, Texas, February 1954, defendants sentenced to 4 months’ imprisonment; 
suspended for 1 year. 

A. Arellano; one individual: Unauthorized exports to Mexico. District court, 
Texas, February 1954, on plea of guilty, defendant fined $50. 

F. Villareal, et al.; two individuals: Unauthorized exports to Mexico. District 
court, Texas, February 1954, defendants fined $50 each. 

H. Alvarado, et al.; two individuals: Unauthorized exports to Mexico. Dis- 
trict court, Texas, February 1954, defendants fined $100 each. 

A. Vele, et al.; three individuals: Unauthorized exports to Mexico. District 
court, Texas, May 1955, one defendant tried anc sentenced to 2 years’ imprison- 
ment; suspended for 5 years under probaticn. Ocher two defendants deported to 
Mexico. 

P. Ramirez, et al.; six individuals: Unauthorized exports to Mexico. District 
court, Texas, June 1954, on pleas of guilty 4 defendants given 60 days’ imprison- 
ment and 2 given 7 months’ imprisonment. 

F. Gaytan-Duran; one individual: Unauthorized exports to Mexico. District 
court, Texas, August 1954, on plea of guilty, defendant sentenced to 60 days’ 
imprisonment; suspended for 2 years. 

M. Ramirez; one individual: Unauthorized exports to Mexico. District court, 
Texas, September 1954, defendant tried and sentenced to 60 days’ imprisonment ; 
suspended for 2 years. 

E. Cole, et al.; four individuals : Exports to Mexico contrary to terms of export 
licenses. District court, Texas, April 1955, on pleas of guilty, 2 defendants fined 
_ each, and 1 defendant fined $250. Other defendant dismissed. 

. Balahuer ; one individual: Unauthorized exports to Mexico. District court, 
Tex xas, December 1954, on plea of guilty, defendant sentenced to 60 days’ im- 
prisonment, suspended for 60 days. 

B. Martin, et al.; two individuals: Exports of nickel-steel sheets contrary to 
terms of licenses. Information filed, southern district, New York, May 1955. On 
pleas of guilty, defendants fined $3,000 each. 

The Cuatrman. Mrs. Sullivan? 

Mrs. Suttivan. I have a few questions I would like to clear up in 
my mind about which my small foundries have written to me, Mr. 
McClellan. 

One, Is it true that export controls over scrap were removed in the 
latter part of 1953?% 

Secretary McCietian. In 1953 the quantitative restrictions on ex- 
port of scrap were removed, but we have still retained steel scrap on 
what we call the positive list, which has two factors involved: One is, 
it cannot be exported to any of the Iron Curtain countries, and, sec- 
ondly, an export license with certain spec ific restric tions is required i in 
each case, even toa free world country, and we have it under constant 
surveillance. We have been w atching very closely this whole prob- 
lem, with a view that if it did get to a critical point we would be in 
position to act immediately toward further restriction and, as I in- 
dicated « week ago, we simply have not yet—we believe that it has 
not yet reached the point where further restrictions on steel scr ap 
are warranted, and that is the reason they have not been imposed. 
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Mrs. Suttivan. Can you answer this: Is it true that their removal 
was protested by the small producers to the Department of Commerce? 

Secretary McCrie.xian. t am going to give you a double-barreled 
answer on this, Mrs. Sullivan. I think historically that all of the 
steel producers—and one of the foremost among them was a group of 
the big steel companies—have wished that we would impose more 
restriction on steel scrap ; secondly, that the dealers in scrap in general 
have always felt that we should be less restrictive than we have been 
on the export. It has not been a case where any one group or all 
groups together have taken one position. It isn’t as though we are 
listening to one and not to the other, either. It is a matter of our 
being in the situation where there has always been a divergence of 
opinion within the industry concerned with steel-scrap use and sale, 
and we have had to determine the facts as best we could, and we have 
done our utmost to achieve that, to see what is right for all concerned, 
and for this country, and we have kept a close surveillance on the steel 
scrap situation for many months. 

We were urged, I think first more than a year ago, by the major 
steel companies, themselves, to impose further restrictions on steel 
scrap because of the impending problem that was coming to them, not 
to the small ones but to the big ones who also incidentally use huge 
amounts of steel scrap. 

The Cuarrman. Did they ask quantitative restrictions? 

Secretary McCietitan. Yes; orembargo. I don’t know what it was 
they wanted. Certainly it was a stricter control on exports. 

Mrs. Sutaiivan. I think this question could probably be answered 
just “yes” or “no”: Is it true that the Department told the producers 
that when exports exceeded a hundred thousand tons a month, or a 
million tons a year, that controls would be reimposed ¢ 

Secretary McCietxan. I wasn’t here at that time, but to the best 
of my knowledge no such commitment was ever made by the Depart- 
ment of Commerce. 

Mrs. Sutiivan. Isn’t it also true that scrap exports last year equaled 
approximately 5 million tons? 

Secretary McCietian. That is correct; a little over that. 

Mrs. Sutuivan. In looking over the figures prior to 1954 it appears 
to me we are exporting 24 times as much now than we did prior to 
1954. Isn’t that a 2,400 percent increase in exports in just 2 years’ 
time ? 

Secretary McCrietian. I think it was running a million and a half 
tons a year in about 1954. It went up to 5,100,000 tons, I believe, in 
1955. 

Mrs. Sutiivan. Just prior to that it was very small ? 

Secretary McCieixian. It was negligible. There has been a great 
fluctuation in the export of steel scrap, but may I point this out, Mrs. 
Sullivan: It is our conclusion that the real basis of this problem 
must be determined on the overall problem on this basis: What is the 
available stockpile; what is the stock situation; are we short of scrap; 
are we running short of scrap or not; and then determine on that basis 
whether or not it is warranted to impose controls to prevent depletion 
of that stock. 

Now, we have reached the conclusion, based on studies made which 
have been rather comprehensive, that there is not a shortage of steel 
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scrap in this country today, in spite of the huge exports whuch took 
place last year. 

Now, that is reflected by the fact in part that not only has steel scra 
consumption increased, but steel scrap production also has increased, 
so these factors have to be weighed. Secondly, in our analysis of this 
we have found that while the price had gone up there was no plant 
unable to get steel scrap, so long as the going price was paid, at any 
time, and we have not had that statement refuted. 

Mrs. Suttrvan. That just goes back to what we were discussing a 
week ago, that when the price goes up almost 30 percent, is it not an 
indication that the demand is greater than the supply ? 

Secretary McCuietxian. Then you come to the second point: I agree 
that that is a significant factor which must be taken into account. My 
first point was supply. The supply appears to be adequate. The next 
point gets to the point of price, and on this we say, and the figures are 
before you, using 1947-49 as a base, as 100, you will note that pig iron, 
iron ore, and semifinished, and finished steel all have advanced sub- 
stantially more than has steel scrap. 

Secondly, we have no means of determining that this current emer- 
gency high price of steel scrap will remain so high and justifies there- 
fore some further action; particularly in the light of the fact that in 
the last few weeks the price has started to decline again by about $6. 
This history of steel scrap prices reflects fluctuation historically. We 
don’t think that because it has gone up again and started down, and 
because there has been a problem as a result, that the cure for it is to 
impose further restriction at this time. 

I have said that because it appears that export is declining, the 
price declining, the market appears to be balancing itself, and we 
don’t think at this time, although we are continuing to keep it under 
close surveillance, and are in position to act promptly should circum- 
stances warrant—we do not believe that it is justified at this time to 
impose further export restrictions on scrap exports which take up 
about 12 percent of the total “purchased” steel scrap being sold in the 
United States. With that small percentage of it going into exports, 
with the declining market price, and with other changes in the pic- 
ture—coinciding all this we don’t think this is the time for us to 
impose further restrictions. 

Mrs. Subiivan. Let me conclude my questioning with one more 
question: The attitude of the Commerce Department is than an in- 
vestigation of this situation should be made, and that if the investiga- 
tion proves that the small producers are being hurt, then controls 
would be imposed. 

Are you planning such a study? 

Secretary McCiettan. We have made one study. We are contem- 
plating another. We have just completed a rather comprehensive 
study and part of these figures come from it. 

Mrs. Sutiivan. My thought was, that by the time such a study was 
completed, and the prices have gone up to this point, that the damage 
to the producers would be great. Would it not be better to impose 
some type of temporary ban and then make the investigations a little 
more thoroughly in their case and if the investigations prove no dam- 
age is being done, then you remove the ban ? 

Secretary McCuiexxian. In the light of the facts as we have them, 
Mrs. Sullivan, we have reached the conclusion it is unwarranted to 
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impose further restrictions at this time. I think the very fact that 
prices have been declining so sharply is pretty good evidence that that 
conclusion is sound. 

Mrs. Sunuivan. Then the only answer we can give to the small 
foundries is that they are just going to have to suffer through and 
there is nothing the Department of Commerce can do? 

Secretary MoCLetian. No; we have done quite a bit. In the first 
place, we have put a closer cinch on the export of steel scrap than is 
standard for export to free countries. Everyone who expects to ex- 
port scrap has to get a valid license. To obtain a license, he must 
show that he has the serap or that it is available to him; he must.sub- 
mit evidence of recent past shipments of scrap and, if a license is 
granted, it is valid for only 90 days. Moreover, we have persuade:| 
foreign countries who need and buy scrap from us to seek other 
sources of steel scrap. We are doing our utmost to cooperate in this 
matter and to keep current information and report it to those in the 
industry. Iam in the process right now of sending out to those who 
have made inquiry in the past a summary of our findings of the last 
10 days to them so that they know exactly what our findings are and 
why. It is not that we are not interested. It is simply that we are 
interested in the entire problem and in this country’s economy and 
in the proper answer to the problem that is before us. As I have 
said, it is our conviction, and mine certainly, that the right answer at 
this time is not to impose further restrictions. If there were time and 
you wanted to hear it, I would suggest that there could be many 
implications of serious order to everyone in this country if we were 
now to impose restrictions on export scrap to countries that are co- 
operating with us. They might be very serious indeed, and I think 
that while we have said little about that, if anything, it is a factor 
of some importance. 

The determining one, however, in our judgment, has been this: 
That is simply is not the proper cure to this problem to impose further 
restrictions on 12 percent of the steel scrap, to solve the one problem 
that has been identified here, and that is that it is quite a bit tougher 
on semiintegrated companies than it is on the big ones. It is hard on 
all of them. We don’t think the cure to that problem is to be found 
in an export control extension at this time. 

Asa matter of fact, I don’t think it would have a very strong effect. 

Mrs. SuLtivan. Just one more question, Mr. Chairman. 

Are export controls put on all of these items to save our own econ- 
omy ¢ 

Secretary McCiettan. They are put on for a variety of reasons, 
but the two principal ones are these: We put export controls on any- 
thing that have strategic nature so that we can maintain surveillance 
and control, to make certain that they don’t get into the wrong hands. 
Then we put controls on materials that are in short supply. Any- 
thing that is of domestic importance to us in which we are threatened 
with short supply are put under some sort of control and perhaps 
even embargoed. Some things are completely embargoed, like in- 
dustrial diamond, selenium, nickel, copper and a few others. 
They are not exported to anybody because they are in short supply. 
Then there are export controls dictated by our national foreign policy. 
We don’t ship anything to the Red Communists in China for a var- 
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iety of reasons. But the export control under discussion here would 
not be strategic. Steel scrap is already covered on strategic control 
and is not permitted to go anywhere that would threaten us from a 
strategic standpoint, either by direct or transshipment. We forbid it 
and prevent it. 

When it comes to the matter of short supply, which is really the 
question here, while we have it under export license arrangement, we 
have not put it on a quantitative quota. We are keeping a close eye 
on that and we will only impose the quota if we find it justified be- 


cause of a shortage. We have not determined that such action is 


warranted at this time. 

Mrs. Suntivan. Thank you, Mr. Chairman. 

The CuarrMan. Isn't it essential to take an inventory of scrap in 
the countries to which we are shipping! Security condition or con- 
siderations are involved; aren't they! If there is adequate supply 
of scrap in certain countries that are buying it from us, oughtn’t 
we to know that? Have you ever had an inventory made of how 
much serap there is in England, how much scrap there is in France? 

Secretary McCietnan. Mr. Chairman, we have no inventory, the 
gross inventory of steel scrap, even in the United States. 

The CHatrMan. Haven't you any facts at all about it ? 

Secretary McCLetitan. Yes, we have. They are submitted in these 
documents. We have the inventories in general which are in the 
hands of the scrap dealers and in the manufacturing companies who 
accumulate it for their own use. We wouldn’: even estimate the tons, 
the millions of tons of steel scrap that are in the hands of private 
owners, not concerned with either the scrap business or the steel 
industry. 

The nature of the product makes this a very difficult figure to 
obtain. 

For that reason, we have not been able to get any real inventory of 
the steel scrap in this or any other country. We have some figures, 
one of which I gave you a moment ago. We understand that there 
is an accumulation of about 600,000 tons of steel scrap in England. 
We have very few figures of that order and that one cannot be deter- 
mined as being accurate. That is only our information. 

Also, as I mentioned, we have reported that during February, Eng- 
land imported no steel scrap from us. 

The Cuamman. Well, do you consider that information as essential 
as information in regard to the domestic store of steel scrap / 

Secretary McCie.ian. | think it would be very helpful if we had 
the kind of inventory that I would like to see, but that is difficult to 
obtain, Mr. Chairman. 

The Cuarrman. We are sending this scrap, and security considera- 
tions largely govern, do they not? I mean the nations to which we 
give licenses to export scrap are our friends? 

Secretary McCietian. That is right. 

The CHarrman. And scrap is a strategic material / 

Secretary McC ie.ban. That is right. 

The Cnatrman. Isn't it essential to know how much scrap they have, 
in order to determme whether it is necessary for us to deplete our own 
supply in order to give them what they need ? 

Secretary McCietian. All I can tell you, Mr. Chairman, we know 
what their operating inventories are in the main, not what their gross 
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country inventory is, because we can’t get that here at home yet. We 
know that their inventories, working inventories are substantially less 
than ours. 

I would like to point out, however, that one of the problems involved 
in this—and I mention there are several in terms of our foreign 
friends—if we expect countries to recover sufficiently to be able to get 
along without any aid from us, it is rather important to them that 
they get the basic raw materials with which to strengthen their 
economies, and that is one of the problems here. It is pretty hard 
for a country to rebuild itself without steel and we have been trying 
tohelpthem. That is one of the factors that has been involved in this. 

Again, the primary factor has been our own protection, and there is 
no evidence, Mr. Chairman, that we have or are depleting our gross 
national inventory of steel scrap as of this time. 

The Cuatrman. What if we are putting in jeopardy a segment of 
the steel industry—and they say we are—that would be something 
that ought to be considered. It seems to me what we retain at home, 
and I have always voted to help our allies, but what we retain at home 
we know will be used for our own security, very much more so than 
when we sent it abroad. 

Mr. Tatuie. Mr. Chairman. 

The CuHarrman. Dr. Talle. 

Mr. Taize. I should like to make a comment in connection with 
your last statement, Mr. McClellan. 

Our Government will have to take its share of responsibility for 
the dismantling of the plantsin Germany. That ties in with what you 
have just stated, that West Germany, in which there has been such re- 
markable recovery, could not have done so without steel. The 
same applies to copper, which is in short supply. As a member of the 
Joint Committee on Defense Production, it has been brought to my 
attention that copper certainly is one of the short-supply strategic 
materials. That metal and steel have been essential in the rebuilding 
of Western Germany. We must consider the broad picture and we 
can’t look at it without taking into account our foreign policy. 

Secretary McCrietian. I agree with you, Mr. Talle, and that was a 
point to which I was addressing myself when I made that comment. 

Mr. Tate. I don’t know that you remember my earlier statement. 
I didn’t ask you to make a comment on it, but I characterized scrap 
as being a sensitive item, and therefore used in connection with fore- 
‘asting. Do you find that to be true or was I in error? 

Secretary McCiettan. You are correct. 

Mr. Botton. Will you yield, Mr. Talle? 

Mr. Tae. I yield to you, Mr. Bolton. 

Mr. Bouron. Mr. Secretary, one comment has not been made while 
I have been at the hearings and I think I have been at most of them, 
and it has to do not with the demand but with the supply of scrap in 
this country as you see it in years ahead. 

Am I right in saying that the available scrap in our country is on 
the increase as contrasted to the decrease—gross available ? 

Secretary McCue.xan. It would be very difficult to say precisely 
whether or not the production of steel scrap in the next 5 years will 
match or exceed the demand for it. There are so many factors in- 
volved, and the unknown quantity is this one: What will be the gen- 
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eration of new scrap—what are the new sources, how much will be 
available? 

Frankly the best authorities on this, in my opinion, have been un- 
able in the past to predict this. Many that I know have felt that 
we were running out of scrap at the rate we were exporting it early 
last year, and thought that we would see the effects of that long before 
we did. ; 

Now, the only thing that I could say, which I think is pertinent on 
that point, is this: Not knowing what our steel scrap supply will be, 
because we are not clear on how fast it will be generated, we must do 
everything we can within our power to keep close to it, so that we 
understand the first sign that it is actually becoming scarce, and that 
we propose to do. 

Secondly, it is my hope that we will before too long be financed to 
undertake a real broad, long-range study of the whole scrap supply in 
the country in private hands. Whether or not that is feasible, I don’t 
yet know, but of this I am sure, and this is reflected in the position 
we are taking in the Department of Commerce at this time: There 
is not a shortage now. Steel scrap is available, and as the supply 
gets to the point of calling for a higher price—and it has—the price 
goes up and the scrap comes out of the corners. Part of the problem 
has been that steel scrap became a little scarcer from along the coast 
where it wasexported. They had to haul some of it from the interior. 
It was reflected in the price. All of these factors having been in the 
picture many times before bring the price up and down. It has been 
up to a peak, it has started down. If it continues to go down and we 
were now to impose some further restriction, it would certainly be 
a bad thing to have done. If it turns around and goes up and we do 
tind ourselves faced with a real shortage, we are in a position to deal 
with it. 

Mr. Botron. Thank, you, sir. 

The Cuatrman. Are there any further questions? 

Mr. Reuss. Mr. Chairman. 

The Cuatrman. Mr. Reuss. 

Mr. Reuss. Mr. Secretary, I want to get the history and exact 
description of these various rules on the export of scrap in recent 
years. Am I right in thinking that prior to some date in 1953 there 
was a total embargo on the export of scrap ? 

Secretary McCreiian. That is right. 

Mr. Reuss. Or was it something short of that ? 

Secretary McCren.an. I think there was a total embargo except to 
Mexico and Canada, 

Mr. Reuss. When was that total embargo lifted in 1953, and to 
what form of export arrangement was it lifted ? 

Secretary McCieitian. I can’t give you the exact date. It is in 
the quarterly report. It was in 1953, and following that we have 
exercised 

Mr. Reuss. If I may ask, sir, what was done in 1953? It was 
changed from a total embargo, less Canada and Mexico, to what? 

Secretary McCieian. It would be of what we call open-end quota, 
but means that we have the requirement now upon any man propos- 
ing to export steel scrap, that he first get a validated license, and in 
order to obtain that several things must be done. Among them, he 
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must be identified as a qualified and experienced exporter, another is 
that he has to have the goods wrailetli and cannot use the export 
license as a hunting license to go around and buy steel scrap. It also 
puts us in the position where we can overnight impose restrictive 
quotas. We have not done that, but have reported accordingly to the 
Congress quarterly—we have exercised a control. We are keeping 
our eye on the situation and making the studies, as has been reflected 
in this report, to keep pace with the problem so that we understand 
as maximum what the situation is. 

Mr. Reuss. I am under the impression that on March 7, 1953, there 
was a further adjustment in your export policy with respect to scrap 
and a tightening of the control. 

Will you tell me what, if anything, was done on that date? 

Secretary McCuetitan. On March 5, I believe, the action taken was 
to require as a further restriction that exporters put themselves in the 
position of having the cargo before they got the license, is that correct? 
Mr. Borton, can you give us the technical answer on that? 

Mr. Borron. What we did was to require that an applicant have 
an on-board bill of lading evidencing shipment of a prior cargo 
before we would issue a license for a new cargo. At the same time 
we cut the validity period of a license to 3 months. The idea was to 
cut down on the volume of licenses outstanding in order to eliminate 
as much as possible the inflationary impact of a large volume of out- 
standing licenses. At the same time, we did provide that a new firm, 
not previously in the export business of iron and steel scrap, could 
come in for a first cargo. 

Mr. Reuss. I take it, then, Mr. McClellan, that the action of March 
5, 1955, was taken pursuant to the Export Control Act and was taken 
because of an apprehension on the part of the Department of Com- 
merce that there would be an inflationary impact domestically unless 
that action were taken, is that correct ‘ 

Secretary McCuLe..an. I think it is substantially correct. The main 
point was to bring into closer control the export of steel scrap so 
that we could deal with it and have a closer understanding of exactly 
what the facts were at all times. 

Mr. Reuss. But I take it that while you apprehended some infla- 
tionary impact, you didn’t in March 1955, and haven't since then, 
apprehended sufficient inflationary impact so that you felt the De- 
partment should take more stringent controls ? 

Secretary McCrietian. That is correct. 

Mr. Reuss. The export figure for scrap from this country for 1955. 
is how many tons? 

Secretary McCue nan. 5,100,000, and some over—between one and 
two, I believe. 

Mr. Reuss. And for 1954? 

Secretary McCiecian. About. 1,500,000. 

Mr. Reuss. The five million plus tons exported in 1955 is a sub- 
stantially greater amount than have been exported from this country 
at any other time in the history of this country ? 

Secretary McC.etian. | believe that is true, yes. 

Mr. Brown. Suppose you didn’t have export control. Would the 
tonnage be larger or not ¢ 

Secretary McCreiuan. I didn’t understand you, Mr. Brown. 
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Mr. Brown. Suppose you didn’t have any controls. Would your 
tonnage to foreign countries be larger than it is now / 

Secretary McCLe.ian. I doubt it, Mr. Congressman. 

Mr. Brown. I can’t understand why you had five times as much 
tonnage in 1955 as you had in 1954. 

Secretary McC Le.uan. It is not quite five. It is about three and 
a half, isn’t it? It was 1,559,000 in 1954—well, no, it was 5 million. 
Wait a minute here. It was in 1954, it was 1,559,000 tons, and in 
1955 it was 5,100,000 tons, plus. Both of those figures, incidentally, 
are much higher than our historical record, with the exception of one 

Mr. Reuss. Will the gentleman yield ? 

Mr. Brown. Yes. You have the witness. 

Mr. Reuss. The amount exported in 1955 from this country was 
approximately 20 times the amount exported in 1953, was it not / 

Secretary McCLeLian. I believe that is right, something like that 
1953 was 222,000 tons. 

Mr. Reuss. But it is nevertheless your conclusion that there is not 
now and has not been such an excessive drain on the domestic economy 
on scrap as to warrant controls of a more stringent nature than those 
you have told us of ? 

Secretary McCiettan. That is right. If we had all the scrap we 
needed and more, we wouldn’t be concerned with how much was ex- 
ported. We would consider it a good business. There are times it 
was sought as a market. The question is whether we are exporting 
more steel scrap than we can afford to ship in the light of our domestic 
stabilization, the needs of our own industry, and on that premise 
we have reached the conclusion we are not now depleting our inveniory. 
We may have, adequate stock at hand in this country at the present 
time that we don’t think it is warranted to increase our controls now. 

Mr. Reuss. Yet you felt that in March 1953, you were depleting 
your inventory and inviting an inflationary impact ? 

Secretary McCietxan. Mr. Reuss, I don’t think that is quite cor- 
rect. We felt then as we do now that it was warranted to keep a 
close hand on the situation so that we would not be caught short and 
we have, I think, a great deal more information about the domestic 
supply than we had then. I think that our opinion was and should 
be that, with the increase taking place in exports, we should have close 
surveillance and a close coupled connection with the export so that 
should we find that we are exporting too much to be safe, that we cut 
it back. 

Mr. Nicnotson. Mr. Chairman. 

The Cuarrman. Mr. Nicholson. 

Mr. Nicuotson. Where does this enormous amount of scrap go. 
one particular country ? 

Secretary McCietitan. No, sir; to quiteafew. It went to England, 
France, Japan, to Canada, to Mexico. I think those are the main 
countries—Austria and Argentina also. 

Mr. Nicuotson. That happens all the time; doesn’t it ? 

Secretary McC etian. Yes, sir. 

Mr. Nicuoison. This was 4 or 5 million tons so that some country 
must have gotten a great deal more than they ever did before. Was 
that Germany, do you suppose ? 

Secretary McCietian. The whole coal and steel community, I 
think, took the biggest bite out of the 5 million tons. 
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Mr. Nicnotson. Coal? 

Secretary McCuie.tian. The coal and steel community. That in- 
cludes how many countries? 

Mr. Borrton. That includes Luxembourg, Holland, Belgium, West 
Germany, France, and Italy. 

Mr. Nicuorson. All right, Mr. Chairman. 

The Cuamrman. Are there any further questions? 

Mr. Mutrer. Yes, Mr. Chairman. 

The Cuatrman. We have another witness. 

Mr. Murer. Mr. Chairman, I will try to be very brief. 

Mr. Secretary, you indicated this morning in answer to some of 
the questions that the semi-integrated foundries that use scrap are 
having difficulty in getting their scrap; am I right ? 

Secretary McCietzan. No, sir. That is not correct. I indicated 
that they are suffering a penalty which is somewhat worse than the 
penalty suffered by some of the larger companies, but I stated before 
that to the best of our knowledge, not one company, large or small, 
has been unable to obtain steel scrap if they were willing to pay the 
going price. 

Mr. Muvrer. That going price as of today is 40 percent higher 
then it was at any time since 1949? 

Secretary McCretian. And $6 per ton lower than it was a few 
weeks ago. 

Mr. Mucrrr. That $6 lower some weeks ago was 54 percent higher 
than it has ever been since 1949? 

Secretary McCretxian. I believe that is right. 

Mr. Mcurer. What, if anything, can be done to help those small 
foundries in this situation ? 

Mr. Bouron. Would the gentleman yield to make a correction on 
the record ? 

Mr. Mcurer. To correct the record, surely. 

Mr. Bouron. The gentleman stated that it was some 30 percent 
higher, I believe, today than it had been since 1949. I would call 
the gentleman’s attention that in 1953, June of 1953, the price was 
$40.97, and in 1951 it was $45 a ton, while on February 28, it was 
$47.63, or approximately 10 percent, not 30 percent. 

Secretary McC.etian. I also would call your attention 

Mr. Mutter. Let’s also get the record completed on that point. In 
1949 it was $20.79, in 1947 it was $32.79. 

Mr. Bouron. That is right. 

Mr. Mutrer. In 1948, $40.66. 

Mr. Bouton. That is right. 

Secretary McCLeLian. While we are going at the record again, Mr. 
Multer, let me review that iron and steel scrap over the period from 
the base of 1947-48, has increased 26.4 percent, while pig iron has 
gone up 41 percent; iron ore, 61 percent; and those are also the raw 
materials that go into the manufacture of steel. This is a fluctuating 
market on steel scrap and products. 

Mr. Murer. I would like to know if there is anything your De- 
partment can do or will do or has authority to do to help the small 
semi-integrated foundries to meet this situation ? 

Secretary McCiettan. Mr. Multer, we think the best thing we can 
do under export control is precisely what we are doing. 
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Mr. Mutter. That is nothing? 

Secretary McCie.nan. That is not quite true, sir. What we are 
doing, for one thing, is to keep a close knowledge of the situation in 
terms of the supply of steel scrap, No. 2, to exercise control over it so 
that we will be able to act promptly in case of warranted need, and 
third, to do the utmost we are able to persuade countries who have been 
relying somewhat heavily on us for their supplies of steel scrap, to look 
elsewhere, including their own resources at home. 

Mr. Mutter. You say to exercise control. You mean to be in posi- 
tion to exercise control, to get more information so that you can exer- 
cise controls if you decide it is necessary ? 

Secretary McCueiian. No, sir; I mean the exact controls we are 
exercising today which go far beyond those in general use. 

Mr. Mutrer. Do you turn down any applications for export of 
scrap ¢ 

Secretary McCietian. Not that meet the requirements of our pro- 
cedure; no. 

Mr. Moutrer. If they are presumably going to a friendly country, 
and the exporter has a customer and a contract, you give him a license 4 

Secretary McCrietian. That is not all. If he is qualified under the 
regulations as a qualified exporter, he is given a license somewhat more 
limited than the standard license granted, and he has to meet the con- 
ditions, which means he has got to have the cargo, he has got to have 
the record, and he has got to have the limitation of 3 months’ validity. 

Mr. Mutrer. I think you said, too, this morning that you are con- 
stantly on the alert of signs of scarcity. 

Secretary McCretnan. That is right. 

Mr. Muurer. What are these signs of scarcity that you are looking 
for, watching for ? 

ducoctaxy McCretian. Any signs, Mr. Multer. 

Mr. Muxirr. I would like to know what they are. 

Secretary McCietitan. One would be if somebody wants it and can’t 
buy it. That would be indication of a scarcity [ should think. 

Mr. Murer. If he can buy it at a hundred dollars a ton that would 
not be a sign of scarcity / 

Secretary McCieitian. It would depend. If he can buy it at a high 
price then we would have to take a look at the price factor. There 
are two things, it seems to me, involved here. One is, is the price such 
as to be inflationary even though supplies are available, and the other 
is, can he get it ? 

Mr. Mutter. Is $100 a ton an inflationary price? 

Secretary McCietian. Well, Mr. Multer, I think if you are — 
about a specific high potential of that order you would have to take 
look at another hypothetical. I would suggest we then inquire as - 
what are the comparable prices of other commodities, including those 
used in the manufacture of steel, what are wages, what are other costs 
in prices¢ I don’t think you can isolate one item and say that it is 
identified as the factor unless you include the other factors, which must 
be a part of the whole. 

Mr. Murer. Dealing with these items we are talking about here and 
now, and referring specifically only for a moment to my question about 
steel s scrap, at W hat price would you say, taking into account everything 
you want to take into account, at what price would you say the price of 
steel scrap has reached an inflationary price ? 
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Secretary McCietitan. Well, I have no such figure in mind at all. 

Mr. Murer. Can you give it to us percentagewise? If the price 
goes up LO percent, 20 percent, 100 percent, 500 percent—at what point 
percentagewise would you say it has reached an inflationary price‘ 

Secretary McC Letian. I am no economist, but T have hi ad enough 
experience in business to say to you that in my opinion that would Pe 
no basis for determining whether or not it was inflationary, not in 
itself. There would have to be other factors taken into account to 
make the determination. 

Mr. Muurer. Now, if you will then, please, Mr. Secretary, won't 
you please tell us all of the signs, whatever they are—describe them 
to us, what signs of scarcity you are looking for, or your Department 
or office is on the alert for, that you will take into account to say there 
is a scarcity of scrap steel 

Secretary McCiettan. The first one that would concern me would 
be whether or not there appears to be adequate inventories in the 
plants using them. That is No. 1 

Mr. Murer. Let’s take one at a time. Does your office get that 
information / 

Secretary McCiecntan. Yes, sir, we do. It is in your report. 

Mr. Murer. What is the next one / 

Secretary McCietitan. The next one would be to have a look at 
the sources of supply from those dealing in steel scrap—-what is their 
inventory, what have they got, what can they get’ We have that 
information. I believe it is reported to you. I believe you will be 
hearing from the steel scrap dealers. 

Mr. Murer. You have the information as to what scrap is avail- 
able in inventory to scrap dealers ¢ 

Secretary McCLetian. Yes, sir. 

Mr. Mvutrer. I understood you to say last week when you were 
here that that information is not available in the inventory of scrap 
steel. 

Secretary McCiettan. No, sir. What I said then and this morn- 
ing, too, was the major inventory that obtains in this country in steel 
scrap is not in the hands of anybody connected with the business. 
It is in the hands of people all over the United States who have iron 
and steel in their farms and homes, in their backyards and in small 
businesses. That is the potential from which we draw when scarcity 
of any order will appear. There is a constant flow from there to the 
scrap dealer whose business it is to collect it and from him it goes to 
the manufacturer of steel. What that major inventory is nobody 
knows. It has never been taken in this country, and to my knowledge 
in any other. I think it would be helpful if we could get it, but that 
is the inventory which we do not have. 

Mr. Mutter. Isn’t your Department in position to get that in- 
formation ? 

Secretary McC.Lettan. No, sir, not yet. 

Mr. Mutter. Why not? 

Secretary McCuettan. We don’t have the information. 

Mr. Muurer. Has your Department asked for the appropriation 
to get it? 

Secretary McCievtan. I don’t believe so specifically. 

Mr. Mcurer. Then I don’t think it is fair for you to tell us you can’t 
get it, because you don’t have the money and your Department has not 
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asked for the money for that. This is an item of information you 
should get and you can’t get it unless you get money. I think you 
should go before the Appropriations Committee to get the money. 

Secretary McCieian. That may be forthcoming. 

Mr. Murer. Have you any idea when ? 

Secretary MoCeitan. No, sir. I am not even certain that it will, 

but I think that it is one of the elements in this particular thing 
which has to be taken into account. It is the one unknown factor, 
which up to this time has only been estimated and never really 
evaluated specifically. 

Mr. Mutter. Can you tell us for how long your Department has 
felt that that was information you should have? 

Secretary McCietian. I know ever since we have been concerned 
with the steel scrap situation, we have tried to evaluate what that 
market is, but without inventory. 

Mr. Murer. How long is that period of time ? 

Secretary McCietian. To the best of my knowledge, it has gone 
back for at least a year or year and a half that we have been worry- 
ing about that. We have sought the cooperation of the people in the 
industry, to help us evaluate that inventory. 

Mr. Munrer. Is this information that would apply to the purchased 
scrap or would it also apply to the home serap / 

Secretary MoCrietian. To the purchased scrap. The dealers in 
scrap obtain the scrap materials from business and industry, from 
farms and from every place. 

Mr. Mutrer. Aren’t there some industries or some people in the 
steel industry and the scrap industry that produce a certain amount 
of scrap which never leaves their place, that they reuse all the time? 

Secretary McCieiian. Yes, that is what we talked about a little 
while ago when I spoke of steel scrap being 6 percent of total scrap 
consumed. The total scrap consumed includes both home and pur- 
chased scrap and of this amount, export is 6 percent. 

Mr. Mutrer. In this additional information that you submitted 
to us today, the total consumption of both purchased and home ser ap 
in 1955, including exports—that includes not only the ser: ap that is 
cenerated outside of these plants and sold to them, but it also includes 
the scrap which they generate themselves and use / 

Secretary McCrietian. Yes. Of that, 6 percent was exported. 
If we look only at the purchase of scrap, then we talk about 12 percent, 
but you see a great deal 

Mr. Muurer. Am I right or wrong that the use of the word “home 
scrap” here means scrap that is generated in a plant and used in the 
same plant? 

Secretary McCietian. Yes. 

Mr. Tate. Will you yield, Mr. Multer? 

Mr. Murer. Yes, I yield. 

Mr. Tautr. I would like to report something as a farmer. In the 
community where I grew up, grain binders were used at that time 
and that large wheel supporting the binder was called a bull wheel. 
When the time came to scrap the binder, farmers usually would keep 
that wheel, lay it on a chosen spot on the lawn, fill it with dirt and grow 
flowers in it. It made a beautiful flowerbed. The price of scrap was 
so low that they were not tempted to sell it with other junk. 
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Along came World War I, and those bull wheels disappeared, 
The market was good and they were sold. We have much scrap on 
farms all over the country. Nobody knows how much, and a reliable 
inventory cannot be determined. 

Mr. Mumma. May I interject a personal observation in this, Mr. 
Multer? You know a lot of the cost of scrap is in labor—it is a big 
item. The yards with these presses and equipment are getting more 
up to date, but as an individual, over the period of the Korean con- 
flict, we were very busy in our business, and instead of scrapping a 
piece of material or machinery, we would just let it pile up. 

Here last winter, in December, when the price of scrap started to 
go up, we saw a chance we could work up this scrap and get a good 
profit out of it. Which we did, as many others do and will do for an 
attractive price. We had one piece that we got six or seven hundred 
dollars for that we had bought ourselves as a scrap investment for a 
hundred dollars, so the price of scrap drives it out on the market, 
just as Congressman Talle said. That is a big feature as to whether 
or not there is scrap available. I have had two letters on this scrap 
situation, and I am in a very big steel-producing section. In my 
district we have two plants of the Bethlehem Steel, and we have a big 
plant of Phoenix Steel, also the Harrisburg Steel, and I do know 
that I should get a lot of mail, according to this. 

This one man that wrote about scarcity of low phosphorus scrap I 
just talked to on the phone. I have also talked to Mr. Barringer about 
it this morning, and he confirmed the story that if he was using low- 
phosphorus scrap, it is pretty tough to get. It is a matter of the 
market, whether he wants to pay the price. 

Mr. Mutrer. Can he afford to pay the price? 

Mr. Mumma. He seems to be running full capacity. He has some 
English process. He can afford to pay the price because he has a par- 
ticular process. 

I think, to say that the demand drives scrap out, as Dr. Talle said, 
it didn’t pay to gather the bull wheels. Sometimes it did not pay to 
take up steel trolley car rails. 

Secretary McCietian. Can I make an observation, Mr. Chairman ? 

The CHatrman. Yes, sir. 

Secretary McCrettan. I made an appearance before you and I am 
honored by that privilege for the purpose of trying to tell you in my 
own way that we consider it extremely important to extend the 
Export Control Act. 

Now, there has been considerable discussion here before this com- 
mittee as to whether or not. they should take some steps to further 
restrict the export of steel scrap. I would like to come back for just 
a moment to the reason of our appearance. 

I believe this Export Control Act, as it is now written, gives us 
the authority to do the very thing that Mr. Multer would like for us 
to do, if in our judgment that was warranted, so what we may have 
really been talking about, Mr. Multer, is what within our administra- 
tive responsibility is the proper course of action. 

I welcome the suggestions that have been offered here, and I am 
very happy to have the chance to discuss the pros and cons of some of 
the issues, and I will confess that I am personally strongly convinced 
that we are doing what is right for our country in this, including 
the small, semi-integrated firms. I could be wrong, of course, but 
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we are doing the best' we can to exercise judgment within this law, 
and I would not want our differences of opinion that have been 
expressed here to be a reflection on the law itself, which you gentle- 
men wrote. I think the law is good. I think it is adequate. I think 
it gives us all of the authority we should have, and cetrainly the 
authority to deal with the sa ha according to our judgment that 
has been raised here, and I merely wanted to get the record and for 
you, Mr. Multer, particularly, on the point that we have the au- 
thority to do the thing that perhaps you would like to see done, if 
in our Judgment it seems warranted in the light of the facts at hand. 

Mr. Mutter. At the same time I am sure you appreciate, Mr. 
Secretary, that while you are here, some of these questions might 
seem foreign to your operation under the specific law we are address- 
ing ourselves to, but the jurisdiction of this committee also requires 
us to inquire into things that will be of aid to the overall economy 
and more particularly to small business. That also comes within 
the jurisdiction of this committee. When we get complaints that small 
businesses are being hurt, we want to find out why it is being hurt 
and how we can help. That is why I asked the question I did ask, 
and several other questions, too—not to reflect on you or your Depart- 
ment or your operations under this law. If we need any change in 
the law, certainly this is the place to find it out, and if this particular 
law is not going to help the situation, we must turn to some other law 
possibly, either new, or old, and make any changes that are required. 

I interrupted you as I asked you to give us the signs of scarcity 
that you looked for and you gave us some. I don’t want the record 
to be incomplete. If I stopped you from giving us any of the otliers, 
I would like to have them. 

Secretary McCietxan. I made the three: One, the scarcity in the 
hands of the manufacturers of steel, and we checked that; two, in 
the hands of the supplier, that is, the dealer in steel scrap, and we 
have checked that; third would be the national inventory in private 
hands, and there has been considerable discussion about that, and 
that is an unknown factor, but one we are convinced in the light of 
the record is adequate at this time. 

Those are the three primaries, and I think that if those three could 
be determined, there is only about this much left: At what pace is 
steel scrap being generated? At what pace is steel scrap being con- 
sumed and exported, combined, and if you have a gross inventory that 
is high, and a consumption and export combination which is higher 
than is safe to permit, in the light of the inventory, even though high, 
in my opinion the first step should be to restrict export prior to limit- 
ing the consumer here at home. 

This is the broad approach that I think is warranted, and the one 
on which we have been keeping an eye, and as I have indicated before, 
we have not yet determined, in fact we have determined to the con- 
tray—we have determined that as of this time there is a balance 
between supply and consumption, and export combined, as matched 
up with inventories, which does not warrant our taking further re- 
strictive moves, not now. 

The Carman. If there are no further questions, Mr. Secretary, 
you may stand aside. We are glad to have your views. You may be 
sure they will be considered. 
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Secretary McoCiecian. Thank you very much, Mr. Chairman and 
gentlemen, for permitting us this appearance. 

The CHarrman. Call the next witness, Mr. Clerk. 

The Cierx. The next witness is Mr. Edwin C. Barringer, appearing 
for the Institute of Scrap Iron & Steel, Inc. 

The CHarrman. We might be called to the House at any time. I 
suppose we could get permission to sit this afternoon. What is the 
program of the House? 

(Discussion off the record.) 

The Cuatrman. We will go along for a little while. 

Mr. Bouton. Set it up at 3 o'clock. 

The Cuatrman. If the House is reading a bill they will never give 
you consent to meet at 3 o’clock. 

Mr. Bouron. Two o'clock, then. 

Mr. Murer. Do you want to make it 2 o’clock, Mr. Chairman? I 
think the members would rather come back at 2 o’clock than stay on 
now. I think most of us want to get to the floor. 

The Cuarrman. Is it the wish of the committee to meet at 2 o'clock? 
All right, we will recess to meet again at 2 o’clock. 

(Whereupon, at 12:10 p. m., the committee recessed until 2 p. m., 
the same day.) 

AFTER RECESS 


The committee met at 2 p. m., Hon. Brent Spence, chairman, pre- 
siding. 

The CHatrman. We will resume the hearings on the extension of 
the Export Control Act. 

Mr. Clerk, call the first witness. 

The Crerx. Mr. Chairman, the witness is Mr. Edwin C. Barringer, 
representing the Institute of Scrap Iron & Steel, Inc. 

The Cuarmman. We will be glad to hear you, Mr. Barringer. You 
may proceed as you desire. If you have a statement you can read it. 

Mr. Barrrncer. Yes; I have a statement to read. 


7 


STATEMENT OF EDWIN C. BARRINGER, EXECUTIVE VICE PRESI- 
DENT, INSTITUTE OF SCRAP IRON & STEEL, INC.; ACCOMPANIED 
BY WILLIAM S. STORY, DIRECTOR OF PUBLIC RELATIONS, INSTI- 
TUTE OF SCRAP IRON & STEEL, INC. 


Mr. Barrincer. Mr. Chairman and gentlemen of the committee, my 
name is Edwin C. Barringer, and the gentlemen at my left is Mr. Wii- 
liam S. Story, our director of public relations. 

I am executive vice president of the Institute of Scrap Iron & Steel. 
This institute, which 1s incorporated in New York State, is the only 
national trade association of the iron and steel scrap industry; it has 
over 1,200 members in 45 States, the District of Columbia, Canada, 
Hawaii, the Philippine Islands, and the Mariannas; its active members, 
excepting possibly 25, operate yards, prepare, ship, or broker 95 per- 
cent of all purchased or open-market scrap. 

The iron and steel scrap industry is small business. Even the larg- 
est broker-dealer falls within the official definition of small business, 
employing fewer than 500 persons. There are more scrap dealers 
than steel mills and iron foundries in the United States. 
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This institute is taking no position on the issue of extending or 
amending the Export Control Act of 1949. The requirement for 
licensing exports involves paperwork, but in view of misconceptions 
concerning the destination and end use of scrap that is exported, the 
security regulations imposed by the Department of Commerce consti- 
tute a sort of public-relations protection for the industry. 

The object of this statement and of my appearance here today is to 
provide background on the scrap industry and to dispel some common 
misconceptions, especially concerning exports. 

First, let me say that iron and steel scrap is a universal raw material 
which is charged with pig iron in various types of furnaces to make 
new iron and steel. Production of iron and steel can be accelerated by 
increasing the proportion of scrap charged, hence surges in demand 
for scrap like that from the rest of the free world in the past 18 months. 

The United States, being the largest steel-producing nation in the 
world, it follows logically that it is the largest generator of scrap. In 
fact, so large that there is an apparent surplus of scrap over the day-to- 
day requirements of domestic steel mills and iron foundries, which has 
helped raise the economic level of the free world. 

For example, in 1955 steel mills and iron foundries consumed 34 
million gross tons of purchased or open-market scrap—here let me say 
that we are talking in terms of gross tons, long tons, which is the 
standard measurement of the industry, and 38 million tons of their own 
plant scrap—a total of 72 million tons, and yet the supply also was ade- 
quate for the exportation of 4.4 million gross tons, equal to the 5 
million net tons discussed this morning, with no appreciable decline in 
consumers’ inventories. This constituted 6 percent of the total pro- 
duction of total and home scrap combined, or 25 percent of purchased 
scrap. 

Incidentally, of the consumption of 34 million tons of purchased or 
open-market scrap in 1955, probably not over 5 percent was consumed 
by the so-called semi-integrated or nonintegrated mills, and possibly 
not over 10 percent—10 to 12 percent, by the iron foundries. The 
largest steel mills, like United States Steel, Bethlehem, Republic, Jones 
& Laughlin, Inland, Youngstown Sheet & Tube, are by all odds the 
largest buyers of scrap in the open market from our dealers. 

The supply of scrap is really enormous. In the 10 years 1946-55, 
domestic consumption totaled 280-million tons of purchased scrap 
and 312 million tons of home scrap, or 592 million tons together. Ac- 
companied by a slight increase in consumers’ inventories. 

None of the dire predictions of a loss of production of iron and steel 
and of unemployment in the industry on account of a lack of scrap 
has materialized. Contrariwise, many scrap dealers have been hun- 
gry for orders. No integrated or semi-integrated steel mill and no 
iron foundry has lost 1 hour of production that could be charged to 
the scrap industry. 

Of exports of 4.4 million gross tons of scrap in 1955, 2 million tons 
were shipped to 5 coal and steel community countries, West Germany, 
France, Italy, Holland, and Belgium. The United Kingdom took 
906,000 tons. In all cases this scrap was purchased not by individual 
foreign dealers or speculators, but by organizations of steel mills 
or quasi-government agencies. In turn, sales to these buyers were 
made not by American speculators but by normal channels of the 
trade. 








86 REGULATION OF EXPORTS 


There has been some loose talk about American scrap leakin 
through the Iron Curtain, but no proof has ever been peeanned 
The security regulations of the Department of Commerce have been 
examined and found adequate, and the economics of the situation are 
against any satellites paying the prohibitive price involved in bring- 
ing scrap all the way from the United States. 

Other purchasers of American scrap in 1955 in addition to the coal 
and steel community, and the United Kingdom, were Japan, 627,000 
gross tons; Canada, 376,000 tons, Mexico, 229,000 tons; Argentina, 
96,000 tons; and small lots to Formosa, Spain, Austria, Finland, ete. 

This scrap, as previously noted, has been converted into iron and 
steel for capital and consumer goods to satisfy the booming economy 
of the free world. But it has been expensive to transport scrap across 
the Atlantic and Pacific Oceans; more blast furnaces are being con- 
structed abroad to make pig iron, and the demand for American scrap 
obviously will subside. 

Interpolating, we undoubtedly have passed the peak of the export 
market. 

The price of scrap for export has followed, not led, the domestic 
market. Foreign buyers can read; they follow market quotations in 
the trade papers; they are too smart to pay exhorbitant prices. Asa 
matter of fact, the United Kingdom dropped out of the American 
market in the first quarter of this year, being unwilling to pay the 
increased price. Most exports are priced on the steelmaking scrap 
composite of the Iron Age, which is an average of prices at Pittsburgh, 
Chicago, and Philadelphia. The strongest scrap market for many 
months has been Chicago, far in the interior. 

Scrap prices follow a feast-or-famine pattern; they have been 
known, as recently as 1953-54—and this one chart on the right indi- 
cates it—to decline 50 percent within 6 months and recover as rapidly. 
They are extremely sensitive to demand and do not necessarily reflect 
the rate of activity of the iron and steel industry. 

For 39 years I have been identified with iron and steel trade papers, 
or have been the executive head of the Scrap Institute, and in all that 
time I have never known of any steel mill or iron foundry reducing 
the price of its product on account of cheap scrap but have found 
scrap often a convenient whipping boy for advancing prices. 

As you all notice on the chart here, the scrap market fell out of bed 
in 1953-54, and meanwhile the consumers of scrap, the steel mills, 
were actually increasing their prices. 

In any event, purchased scrap by weight is rarely more than one- 
third of the raw materials bought by iron foundries in the open 
market and not over one-fifth of the raw material for steel mills; 
hence, for every dollar that scrap advances in price it could reflect 
only 33 cents in the cost of castings or 20 cents in the cost of steel. 

According to the Bureau of Labor Statistics, the price of scrap 
lags behind that of all other raw materials and finished products of 
the iron and steel industry. The Bureau of Labor Statistics index is 
based on 1947-49 equaling 100. The preliminary index for January 
1956, the latest available, for scrap 1s 135.3, compared with 145.2 for 
pig iron, 137.4 for foundry products; that is, the foundries that are 
complaining about the price of scrap, including soil pipe, 170.6 for 
semifinished steel, and 155.8 for finished steel. Scrap is still the 
cheapest buy in the line of raw materials for the iron and steel indus- 
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try. Advances in the price of pig iron, semifinished steel, and finished 
steel constitute more of an inflationary threat than the temporary 
increase in the price of scrap. 

Incidentally, price indexes are generally based on heavy melting 
steel scrap. The grade now most in use is the old No. 2 bundle which 
is made from automobile fenders, bodies, and other light steel which 
is compressed. That is 22 percent of the consumption of purchased 
scrap. That scrap today is quoted in the trade papers at $7 to $10 
per ton below heavy melting steel, so that the composite does not tell 
the whole story. 

Incidentally, I might also interject that there are very few steel 
mills, including the nonintegrated mills, that have not recently re- 
ported earnings for 1955 in some cases 2 to 3 times what they were in 
the preceding year, notwithstanding the so-called bulge in the price 
of scrap. 

It is true that scrap prices increased sharply in the last half of 
1955, but they topped off in January and are now declining, and, as 
this chart shows, that we are now over the bulge. Incidentally, that 
price is not too much higher than the period of OPS control during 
the Korean war period. This bulge reflected the mass return of 
consumers to the market after abstaining from it; it brought about 
its own correction; it stimulated the collection of scrap to the point 
where supplies so manifestly exceeded demand that falling prices 
became inevitable. And these falling prices were welcomed by the 
scrap industry. 

We always say a rising scrap market contains a built-in corrective 
because the advance in price attracts out so much scrap that sooner 
or later, usually sooner, it tops off the market and these falling prices 
were welcomed by the scrap industry. 

Let me interpolate here and say that our economics work just in 
reverse. We have no vested interest in price. In the case of an 
automobile, the manufacturer knows how much his steel, his tires, his 
glass, other raw materials costs, and to that he adds a certain per- 
centage for profit, and he arrives at the selling cost, but we find out 
what the steel mills and what the iron foundries will pay for scrap. 
They set the price. We deduct from that price they are willing to 
pay the freight, the cost of preparation, and other charges, and arrive 
at a price that we pay for the so-called unprepared scrap, and that 
price we pay to the factory that produces scrap, to the automobile 
wrecker whose junkers we want to be and scrap, to the railing for the 
cars and locomotives that we want to wreck, to the farmer for his 
scrap, et cetera. 

In the last half of 1953 and the first three quarters of 1954 scrap was 
priced unusually low—little more than half of today’s market. But 
the scrap industry did not run to the Government and ask to be 
bailed out; it favored then, as it does now, letting the market place 
make the adjustment. 

Cast-iron scrap is the grade most commonly used by gray iron 
foundries. In recent years there has been a tendency for these found- 
ries to use more steel scrap to impart greater strength to castings, 
but this grade is relatively unimportant, and in only one city does 
the Iron Age quote it. 

As the accompanying chart shows, machinery cast scrap in Chicago, 
a large and typical market, fluctuates violently due to irregular buy- 
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ing by iron foundries. In 1955 the average selling price at Chicago of 
this grade was $49.32, which was an increase over 1954 but substantially 
lower than in such previous years as 1951 and 1948 when there were 
no exports whatever. 

I think that is graphically shown over there. When the price of the 
grade of scrap used principally by iron foundries went through the 
ceiling at a time when there were practically no exports. Hence, the 
market for the principal grade of scrap used by iron foundries is 
affected much more by other factors than by exports. 

It is the studied opinion of the scrap industry that the supply of 
scrap is ample both for domestic requirements and the needs of 
friendly foreign nations. This is evidenced by the fact that, as previ- 
ously stated, production of new iron and steel for months has been at 
a record high level without any shortage and without any main drain 
on inventories of consumers. 

Consumers started in 1955, with 6,551,000 gross tons of scrap on 
hand. ‘They wound up in 1955 with 6,467,000 tons, a decline of 94,000 
tons. No country in the world has such a sizable current reservoir 
of scrap as we have in this country—61,4 million tons in the hands of 
consumers and probably 2 million tons in the hands of dealers. 

Typical of complaints without foundation and ballooned up out of 
all proportion is that of two small nonintegrated steel mills in Seattle 
and Portland, Oreg. These two mills, blaming exports for high prices 
and lack of supplies, have a capacity of two-tenths of 1 percent of 
the steel industry of the United States. They wanted to buy scrap 
in 1955 at 1945 prices. Now, as for some time past, they have been 
out of the market. Dealers in Seattle, Portland, and Tacoma have 
stocks up to 20,000 tons each which they have been unable to sell to 
these mills. 

Soil-pipe foundries in the Los Angeles area have complained about 
a shortage, and prices, blaming exports, yet not one pound of cast 
scrap—the kind they buy—was exported in 1955 from the Los Angeles 
area. 

As I stated earlier, scrap dealers constitute small business. ‘Two- 
thirds of exports originate in areas removed from the larger centers 
of steel production; the scrap they generate cannot move to these 
centers of high freight rates and much of it would have rusted away 
had it not been collected; these small dealers, largely kept alive by 
exports, constitute a first line of defense for our own steel mills and 
iron foundries in event of an emergency. 

In considering the price of scrap this point should not be overlooked : 
About one-third of all purchased or open-market scrap originates in 
industrial plants as the waste of converting iron and steel into ¢ apital 
and consumer goods. The revenue from the sale of their scrap 1s no 
small item to industrial plants, especially the smaller stamping plants. 
This industrial scrap has commanded a relatively higher price than 
strictly dealer scrap in recent months. Actually, there are many more 
industrial plants that generate scrap and derive substantial revenue 
from it than there are steel mills and iron foundries that consume this 
kind of serap. 

The serap industry, for which this institute is the spokesman, has 
stood firmly on two principles: (@) It is opposed to price control in 
peacetime, which quantitative restrictions on exports would amount 
to, and it will take its chances in the market place, as it believes con- 
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sumers also should, and (6) it favors equal treatment of scrap with 
other raw materials and the end products of the iron and steel indus- 
try; if the exportation of scrap constitutes a threat, current or future, 
to the national defense, then the exportation of iron ore, pig iron, 
semifinished steel, finished steel, and castings constitute an identical 
threat. 

That concludes my statement, Mr. Chairman. I would be glad to 
answer questions. 

(The following charts were submitted by the witness :) 
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The Cuairman. What is the greatest source of scrap iron? Does 
it come from the railroads? 

Mr. Barrincer. No, Mr. Chairman. Last year the consumption of 
purchased or open market scrap which our dealers handle was 34 mil- 
lion tons, and to that add 414 million tons of export, so you have a 
38 million ton year. Eleven million tons of that came from industrial 
plants that take iron and steel and convert it into freight cars, auto- 
mobiles, sports, furniture, etc. About 6 million tons we estimate came 
from automobile graveyards; about 414 million tons came from the 
railroads, rolling stock, rails, and structures; perhaps 2 to 21 million 
tons originated on farms. Demolition may have been the largest in- 
dividual source, but most difficult to track down. The rest comes from 
miscellaneous sources. 

The CHarmrman. Scrap being indestructible, isn’t there a tendency 
to withhold it from the market? It comes from so many sources I 
should think there would be a natural tendency. Isn’t that true? 

Mr. Barrincer. Let me answer it this way, Mr. Chairman: Today 
about one-half of all new steel production is so-called flat-rolled steel— 
sheets and strip, which is very thin, like the material going into an 
auto body or fender. That will rust out in time if it is not used, so 
we say scrap is a crop that should be harvested. 

The heavier grades of steel, which are getting scarcer, will last 
indefinitely, but price does bring out the scrap. There is no question 
about that. When the scrap market is low, the railroads will market 
very few old cars and locomotives, but let the price of scrap rise ap- 
preciably, they put on the market a tremendous lot of rolling stock. 
Price does generate scrap. 

‘The CuHamman. You say that the export scrap is of a certain 
character, and some mills buy that particular type of scrap. What 
is the character of the scrap? 

Mr. Barringer. I didn’t mean to convey that impression, sir. For 
export, about one-third each of No. 1 heavy milling steel, No. 2 heavy 
melting steel, and No. 2 bundles. Those are also in strong demand in 
the domestic market—No. 2 bundles being the principal grade ton- 
nagewise, that is consumed. Foreign buyers use scrap exactly as we 
use it here, charge it into furnaces with pig iron to make new iron 
and steel, and they want substantially the same grades that our own 
mills do. 

The Carman. Do you know anything about scrap supplies of 
the nations to which we ship? Is your industry informed on that? 

Mr. Barrtncer. No. I am not qualified to speak on that. I would 
point out this, that as I said previously we have a tremendous visible 
supply in 614 million tons in consumers’ hands and 2 millions in 
dealers. Now, from time to time there are reports of large hoards of 
scrap around the rest of the world. You mentioned Pakistan this 
morning with 200,000 tons. Well, 200,000 tons of scrap is not to be 
passed over lightly, but the rest of the world doesn’t use steel to the 
extent we do, and so the rest of the world is not a generator of scrap 
like we are, and much of this scrap may be in an area where it is un- 
economic to get it out. 

There is lots of scrap in the Pacific Islands now being grown over 
by the lush tropical growth that never will be recovered because it 


would be utterly uneconomic to put in the labor and equipment to get 
it out. 
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The Cuatrman. What proportion do the big integrated companies 
use of home scrap and open market scrap? Don’t they from their own 
operations acquire a great amount of scrap ? 

Mr. Barrincer. Well, the average for the entire industry over a 
period of years will be to charge one-half pig iron, one-half home, 
or interplant scrap, and—one-half pig iron, one-quarter home or in- 
terplant scrap, one-quarter purchase scrap. 

The nonintegrated mills may ues a slightly higher proportion of 
scrap because they do not have pig iron available to them. 

The Cuarrman. Cannot these big mills like United States Steel, 
Bethlehem, Jones & Laughlin, produce steel without scrap ? 

Mr. Barringer. Theoretically, you could produce steel out of a hun- 
dred percent pig iron, but for many reasons, mostly metallurgical, it is 
not feasible; scrap is already lower in carbon than pig iron. Steel 
could be made more rapidly, and less expensively ; I would like to point 
this out, vis-a-vis, the nonintegrated mills: The larger mills have tre- 
mendous investments in iron ore properties, in transportation facili- 
ties, blast furnaces, etc. Now, in times of heavy demand for steel, 
when the operating rate is high, those integrated mills may be able to 
make pig iron at a price that is slightly lower than the cost of scrap in 
the open market, but come a low operating rate, those big integrated 
mills are saddled with tremendous overhead, and the nonintegrated 
mills can go into the market and buy cheap scrap and undercut the 
larger mills, so on balance, over a period of years, it should pretty close 
to wash out. 

The Cuairman. Don't the big mills asa rule produce their own pig? 

Mr. Barrrncer. Yes. That is what makes them integrated, sir. 

The CuarrmMan. Then the comparative cost of pig iron and scrap is 
a false comparison as compared with the cost of the scrap to these 
nonintegrated mills; isn’t that true? 

Mr. Barrincer. I will answer it this way 

The CuHatrman. In other words, the pig iron is not bought in the 
open market. It is made by those that produce the steel and the open 
market price of pig iron would have very little effect on the big 
producers ? 

Mr. Barringer. Nobody knows what the individual cost of making 
pig iron is. The open market quotation on steel making pig iron today 
is mostly around $60 a ton, which is higher than the cost of scrap— 
considerably higher than the cost of scrap. 

The CHatrMan. Well, I have understood that the big producers have 
discovered methods by which they can make steel from the ore and the 
little man cannot do that. Now, I know that most of these big con- 
cerns own their own mines and they own their own transportation 
facilities, as I said this morning. I was in Venezuela not long ago 
and they showed me a mountain. They said it was a mountain of the 
highest class iron ore. They weren’t mining it, they were strip mining 
it, and they threw it into boats and brought it to the furnaces here in 
Pennsylvania, and they owned the boats; they owned the mines, and it 
seems to me that was one of the integrated companies that did it all. 

They are not dependent on scrap, are they ? 

Mr. Barrineger. They are the largest buyers of scrap. United 
States Steel, Bethlehem, and Republic are by all means the largest 
buyers of scrap. They use tremendous quantities, sir. 
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The Cuarrman. Couldn’t they continue the operations in this field 
without the scrap? I don’t believe it would be desirable, but they are 
not entirely dependent upon it like the small producers. 

Mr. Barringer. A little less dependent than the nonintegrated but 
nevertheless they still find it highty desirable to use large proportions 
of purchased scrap. 

You asked a question that has not been answered earlier, could you 
not make steel direct from the ore. That has been one of the great 
objectives of metallurgists for years, to bypass the blast furnace. 
There are a few processes that you might say, loosely speaking, do 
produce steel from the ore, but they are very, very negligible. 

The Cuatmrman. Your organization sells scrap to all of the produc- 
ers of steel in the United States, do you? 

Mr. Barringer. Yes, sir; and foundries. 

The CHamman. Why is there such a fluctuation in the price of 
scrap? What causes that? 

Mr. Barrrincer. Well 

The CHatrmMan. You show in your graph there the price of steel 
rose and the price of scrap dropped. What caused that ? 

Mr. Barrincer. For many reasons: At that time the steel mills fore- 
saw eventually a drop in their operating rate, and so they cut off the 
purchase of scrap as dhoasks with a cheese knife and so that in 6 months 
the price of scrap fell in half, and the price of scrap falls because when 
our dealers see a contraction of their market they reduce their buying 
price, because they don’t want to be caught with inventories of high- 
priced scrap, so that scrap, or the price of scrap by no means parallels 
the operating rate. 

The CHatrman. Why did they cut off the purchase of scrap? Did 
the demand for steel drop off ? 

Mr. Barrincer. They foresaw the demand for steel was shrinking. 
They had substantial inventories of scrap. They had blast furnaces 
of their own in operation, and so they reduced the proportion of open- 
market scrap that they were using. 

The CuHairman. How susceptible are you to the seller of scrap? 
Can you fix a price of scrap and be sure you can go and get it from 
him ¢ 

Mr. Barrincer. No. As I said earlier, scrap is bought rather than 
sold. We cannot sell a pound of scrap that the steel mills or iron 
foundries don’t want to buy, and in recent years it has been the tend- 
ency for the larger mills, as well as the foundries, to say, “We are in 
the market for scrap, and we think we should not pay over X dollars,” 
and our dealers then attempt to buy the unprepared material—the 
railroad rolling stock and industrial scrap, at a price that will enable 
them to come out. 

The Cuarrman. Have you a standard price at which you will buy? 

Mr. Barrtncer. No. 

The Cuarrman. Or do you go out and shop for it? 

Mr. Barrincer. Our price varies sometimes from day to day. It 
is a very volatile matter, sir. It varies from day to day. 

The Cuairman. What effect has the exportation of scrap had upon 
your industry ? 

Mr. Barrincer. It has had this principal effeet—— 

The CuHamrman. What was the exportation of scrap when your 
price was down ? 
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Mr. Barrincer. Well, the export market for scrap has had no par- 
ticular relation to price. There came a period in 1954 when the 
economy of the rest of the free world, particularly Europe, began 
to boom, and Europe needed more steel for capital and consumer 
goods and needed it quickly, and so it could not wait to build blast 
furnaces to make more pig iron, but it came into the American market, 
where there was an apparent surplus of scrap, and began to take 
that scrap to make iron and steel in Europe to meet the need there 
for capital and consumer goods, and the price of scrap for export 
in practically every instance has been based upon the domestic market. 

It stands to reason that foreign buyers, because they can read, they 
see our trade papers. They are not going to pay a price far above the 
domestic market, and, as I said earlier, in my prepared statement, 
the European Steel and Coal Community, the British, would buy 
on a quasi-government basis, have in practically every instance based 
their price upon the Iron Age composite of heavy melting steel scrap, 
at Philadelphia, Pittsburgh, and Chicago. 

The Cuairman. If the necessity for scrap was greater, there would 
be a greater demand for scrap, wouldn’t there? Wouldn’t that have 
some influence on the export market ? 

Mr. Barrrncer. Not appreciably. Asa matter of fact, [ would not 
want to bore you with the details—we have them, I think, here—but 
the hottest markets in the past couple of years have been those in the 
interior, especially Chicago. 

The CHatrMan. You say the price of scrap for export has always 
been the domestic price of scrap? 

Mr. Barrincer. The great bulk of it has been based upon this Iron 
Age composite. 

The CHarrman. How much has it varied—the variation between 
the export price and the domestic price? 

Mr. Barrincer. The great bulk of it has been based on that the 
foreign buyers have paid, as I understand it, the Iron Age com- 
posite, plus a commission to brokers for handling the transaction. 
Each week this publication, the Iron Age, publishes a composite, and 
that is the price that governs what the foreign buyers will pay. 

The Cuatrman. You think there ought to be some export control 
by licensing; don’t you? 

Mr. Barrincer. Well, I have said earlier that of course paperwork 
gets onerous. At the same time, it has been kind of a protection 
to us because there has been such a misconception of the use of scrap, 
but we don’t believe there is any more necessity for licensing or for 
patrolling scrap than there is for pig iron or iron ore or finished 
steel. If there is an emergency today or threatened tomorrow that 
makes us think we are going to be inadequately serviced by metallics, 
then we ought to keep all the metallics at home. 

The Cxuartrman. If it is so sensitive to conditions as you say it is, 
there ought to be some stabilizing influence on it. It seems to me 
people in the industry would be reasonably sure they would get 
enough scrap to keep up their industry. How that can be obtained, I 
don’t know. 

As you say, yourself, it is a very susceptible commodity to condi- 
tions and changes, and it does change very rapidly without much 
reason ; isn’t that true? 
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Mr. Barrineer. In general, yes; made so by the purchasing policies 
of consumers. If they were steady buyers day in and day out, many 
of these hills and valleys would be leveled off ; but we have a condition 
where many consumers will abstain from the market, and then they 
seem to return en masse and we have what we call a rush hour. 

The Capital Transit Co. has got by normal standards enough buses 
and streetcars to handle traffic, but tonight at 5 and 6 o’clock every- 
body wants to get home, and a lot of people are going to stand. In 
the last half of 1955 we had a rush hour in ser ap, which pushed the 
price up beyond what we wanted, but that very rise in price made 
the market attractive, and railroads that had been holding back cars 
and locomotives rushed to make them available to us, and so the supply 
was increased, and automatically it topped off, and the price is now 
something like $6 below the peak of early January. 

The Cuamman. The rise in price is what has caused the rush hour 
and, of course, if you paid more you would have to charge more? 

Mr. Barrrncer. No. 

The Cuarrman. The fellow that buys it for his business has to pay 
more. If he is in a marginal position, and is totally at the will of 
the big fellows, sometimes I imagine that is a little burdensome to 
him; isn’t it? 

Mr. Barrrncer. I would take issue with you. The rush hour 
created the price. In the early part of 1955 purchased scrap was 
being consumed at the rate of about 214 million tons a month. In 
the last half of the year it got up to almost 3 million tons. In a few 
months the proportion of purchased scrap was greatly increased, 
which means that consumers came in and ‘hier came in pretty much 
en masse, and to supply that demand our dealers had to raise the price 
to the man who had scrap, to the auto wrecker, from whom they 
wanted to buy a hundred cars to scrap, from the railroads—they 
wanted to buy old cars and locomotives—to the farmers; they had to 
pay more to the peddler who has got to earn a day’s wages, to go out 
and bring in scrap from miscellaneous sources, and so by paying 
those higher prices they brought out scrap that brought about this 
correction, and now we are definitely i in a down cycle. 

About these nonintegrated mills, they tell you they are paying an 
exorbitant price. In the Iron Age for March 1, in the Philadelphia 
district, those nonintegrated steel foundries are paying about $53 a 
ton. Under OPS that price was about $47, so the price is not in- 
creased since OPS more than 10 percent to that class of consumer 
which reflects the increased costs. 

The Cuarrman. These mills make a contract with the scrap dealer 
to furnish him scrap over a period at a certain price? 

Mr. Barrtncer. They come in for 30-day orders, sir—only for 30 
days. We wish they would give us 60 or 90 days. 

The Cuarrman. Would you be glad to furnish ser ‘ap at a certain 
price for a 90-day period ? 

Mr. Barrincer. We would. We would take 90-day contracts; yes, 
sir. It would help level off the peaks and valleys. 

The CHatrMan. Isn’t a great deal of this scrap unused material? 
Isn’t a great deal of it not in condition to be marketed as scrap? 

For instance, you buy a locomotive. What do you have to do to 
make scrap out of that ? 
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Mr. Barrincer. We take off the nonferrous and nonmetallic mate- 
rials, and then we torch that locomotive down to specification size. 
A good deal of it is No. 1 heavy melting steel, which must be no wider 
than 18 inches, no longer than 5 feet, and at least a quarter of an 
inch thick. Wecut that up into small pieces, as it were. 

The Cuarrman. How large is your industry,in money? How much 
is invested in it ? 

Mr. Barrincer. That is almost impossible to ascertain. No scrap 
company, as such, is listed on any stock exchange. There is no public 
ownership except one recently—an indirect listing. We have a capac- 
ity on one shift to produce or prepare 43 million long tons of pur- 
chased scrap. 

I see that we did make an estimate here at one time, in 1953, that we 
might have $300 million invested in equipment. 

The Cuairman. That is the whole industry ? 

Mr. Barrincer. That is the scrap industry; yes. We say that 95 
percent of all purchased scrap is either prepared or brokered by 
members of our industry. We are the one national trade association. 
There are a few small regional ones, one from which I believe you 
will hear tomorrow; but we are the national trade association. 

The CuHatrrman. These smaller mills want to obtain a supply of 
scrap. Do they just go to the individual dealer, or do they come to 
your organization and you make a contract with them ? 

Mr. Barrincer. No, sir. We are a trade association and we do no 
business whatever. We represent the industry in public relations, 
and contractual disputes, and the various activities of the normal trade 
association. We do no buying or selling; no, sir. 

The Cuatrman. If they don’t get the scrap they cannot continue 
their operation;canthey? Itis essential; isn’t it? 

Mr. Barringer. It is essential, but they have never failed. No 
iron foundry, no steel mill in the last year, for example, has lost 1 
minute of production due toa shortage of scrap. 

The CHarrmMan. How about the increase in price ? 

Mr. Barrincer. The price has increased; yes. What makes the 
price of scrap seem so much higher is we measure it against the ex- 
treme low of 1954, when it went below $20. The OPS ceiling price 
at Pittsburgh was $43. We fell to $20. 

Mr. Mutrer. When was that ? 

Mr. Barringer. In 1954; No. 1 heavy melting steel, OPS ceiling 
was $43 in Pittsburgh during Korea. 

Mr. Mutrer. The Department’s figures shows the only time it 
dropped to $20 was in 1949. 

The CHarrMan. There couldn’t be a disparity between prices; 
could there ? 

Mr. Barrincer. Here’s your BLS. 

Mr. Mutrer. There is something wrong. Either their figures are 
wrong, as given to us on this statement this morning, or your charts 
are wrong. LIamsorry to interrupt, Mr. Chairman. 

Mr. Barrincer. In 1954, according to the Iron Age composite, it 
was $23.83. That was the low point. It had been $42 and $43 during 
the OPS control period. 

The CuarrmMan. Over what period of time was that, the $23 to $402 
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Mr. Barrincer. It fell from in July of 1953—in July of 1953 the 
Tron Age composite was $44.60; by the next March it was down to 
$23.63, virtually one-half. 

The Cuarrman. What caused that? 

Mr. Barrincer. The withdrawal of consumers from the market. 
Some of our dealers did not make a sale of scrap for 8 months. 

The Cuarrman. There is no such fluctuation in the price of the fin- 
ished product, is there? 

Mr. Barringer. No. This green line shows a steady if not an in- 
creased price. There were some consumers at that time that told us 
that they didn’t know whether they would ever buy any more scrap, 
and some said they had an inventory of a thousand days. 

The CuHarrman. Who were those consumers ? 

Mr. Barringer. The large steel mills and the nonintegrated, too, 
all the steel industry was out of the market. 

The Cuairman. If they are out of the market for scrap, and scrap 
is essential for steel, they were out of business entirely, weren’t they ? 

Mr. Barrincer. They were using inventory and their operating 
ratio was declining. The two factors contributed—high inventory 
that they started that period with and a declining operating rate. 

The Cuatrman. Those people are in very much worse shape than 
you are because the fluctuations in the price are so great. 

Mr. Barrincer. But they have opportunity to recoup whereas as a 
rule we don't. 

As I say, we take our chances in market place. We did not come 
to Washington in the dark days of 1953 and 1954 and ask to be 
bailed out. 

Mr. McDonovcu. Will you yield for a question ? 

The Cuarrman. Mr. McDonough. 

Mr. McDonovcn. When the price dropped there from 1953 to 1954 
as you indicated by that low figure, did you then seek the export 
market to dispose of your stocks? What was the export record during 
that period ‘ 

Mr. Barrincer. The export market sought us. The European—as 
I said previously, the economy of the free world began to pick up 
late in 1953 and early in 1954, and the free world came to us in 1954 
to buy our scrap in order to make more steel. As the figures were 
brought out this morning, in 1953 our exports were 271,000 tons; in 
1954 they were about 1,400,000 tons, and most of that came in the last 
half. 

Mr. McDonoven. That was when the local steel mills were not 
buying from you; you were then exporting? 

Mr. Barrincer. The exports were a very thin line here, and it began 
in 1954 torise. They came to us. 

Mr. McDonovcn. Does your membership conduct any kind of a 
sales campaign on selling scrap to foreign countries ? 

Mr. Barrincer. No, sir. As a trade association, we do no selling or 
buying, or anything like that; no, sir. 

The Cuarrman. What was the cause of the increase in the export 
of scrap from 1952, 1953, 1954, 1955? What was the reason that went 
up to over 5 million tons in 1955? 

Mr. Barrrncer. As I say, the rest of the free world began to recover 
from the war period, and they wanted steel very badly in Europe 
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particularly to make capital and consumer goods. Over there, as here, 
they charge pig iron with scrap, and to make more steel more quickly 
you can increase the proportion of scrap. 

Now, it takes 15 months and about $15 million to build a blast fur- 
nace that will make about 600,000 to 700,000 tons of pig iron a year, 
but you can turn the faucet on with scrap, and buy that much in the 
open market fairly rapidly without putting a nickel into a capital in- 
vestment. Europe right now is starting to build more blast furnaces. 
Our State Department, I believe, is urging Europe to do that, to free 
itself from dependence on our scrap. 

The CHatrMANn. Those conditions are being accelerated over there. 
Won’t that result in another increase in the export of scrap / 

Mr. Barringer. No. It will subside. I believe that our exports 
in 1956 will be lower than they were in 1955, and as the rest of the 
vorld builds blast furnaces the requirement for American scrap should 
subside. 

The CuarMan. Can a blast furnace perform all the functions that 
scrap does / 

Mr. Barrincer. It makes pig iron which is a complementary raw 
material. Now, we don’t get into prices, and I give you this only 
second-handed, but I understand in West Germany the fixed price on 
scrap is around $40 a ton. Now, imported scrap—that is domestic 
scrap. Imported scrap, I believe, costs nearly $70 a ton, so there is 
every economic reason for Europe to lessen its dependence upon our 
scrap. 

The Cuarrman. Are there any further questions ? 

Mr. Mutrer. Mr. Chairman. 

The Cuamman. Mr. Multer. 

Mr. Muurer. About how many of your members are brokers? 

Mr. Barrincer. I would say that there probably are about 25 who 
are probably bona fide brokers who do nothing but take orders. There 
are a number of dealer brokers who take orders from the mills and 
have yards, which in some degree prepare that scrap. Those brokers 
also buy from other dealers who have no sales organizations and de- 
pend on the brokers to market their material. 

Mr. Mutrer. What percentage would you say are brokers and 
what percentage broker dealers ? 

Mr. Barrincer. We have about 1,200 to 1,225 members. I would 
say not over 25 are what I call bona fide brokers who have no yard 
facilities whatsoever. The remainder of our active members, and we 
have probably 50 equipment members who are associate members. 
The remainder, active members, are either dealers or dealer-brokers. 

Mr. Mutrer. Judging from the addresses of the members listed in 
New York City, I see you have got more than 25 brokers listed just 
in New York City alone. 

Mr. Barrincer. No, you take 

Mr. Mutrer. Judging from the addresses, which I know are office 
buildings, and with no yards anywhere in the vicinity. 

Mr. Barrincer. Well, would you like for me to go over that New 
York list with you, sir? ~ 

Mr. Muturer. Indicate, if you will, which of them are in the New 
York list ¢ 

Mr. Barrincer. Allied Raw Materials is an associate member, mostly 
nonferrous; All State, Associated, American Nickel, Associated Min- 
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erals and Metals, Book Metals, mostly metals; Commercial Steel & 
Chemical is a large firm that deals mostly in scrap; Continental 
Iron & Steel is a division of Southwest, which is a producer of 
scrap; Doeleer & Kirstein is a manufacturer; Dulien Steel Products 
is a branch office in New York, and a big scrap producer in Seattle, 
San Francisco, and Los Angeles. Electric Controller & Manufac- 
turing is a magnet manufacturer in Cleveland; Associate Fabricant 
Steel is a dealer, and so forth. So that that will explain why that 
New York lists looks as though it does violence to my statement, 
which it does. Lipsett, Inc., is a big’ wrecker and producer of scrap. 
They just tore down the Third Avenue elevated. 

Mr. Motrer. Metallurgical Products Co., what are they ? 

Mr. Barrincer. That is a New York branch of a Philadelphia firm 
that deals pretty much in all steel, and Mr. Welinshek heads that up. 

Mr. Mutter. Ts he a broker ? 

Mr. Barrincer. He would be considered more of an associate 
member, sir, than an active member. 

Mr. Mouurer. I wondered what kind of company was operating out 
of an apartment in a dwelling. 

Mr. Barricer. Yes. That is where Mr. Wilenshek’s son lives. 
That is just a mail address. 

The CHarrman. You spoke of yard facilities. What are they? 

Mr. Barrincer. A yard facility, sir, is this: A dealer will have 
facilities for what we call preparing scrap. In other words, he may 
buy a locomotive and torch it to specification size. He may buy old 
automobiles and have a baling press, and some of the presses will take 
an automobile or truck from bumper to bumper and less than a 
minute squeeze it down into a bale less than the size of an orange 
crate. They have alligator shears that cut bar stock and structures, 
and cut them to 5-foot lengths. They have drops that they let large 
balls fall on cast iron machinery and smash it into small pieces, 
various pieces of equipment for preparing scrap to specification size. 

Mr. Mutter. I think you mentioned that there is about $300 million 
of investment in equipment ? 

Mr. Barrincer. Yes. 

Mr. Mutter. Is that equipment or plant and equipment ? 

Mr. Barrrncer. What distinction do you draw, sir? 

Mr. Mutrer. Plant and equipment or just equipment? 

Mr. Barrtncer. The only plant that we would have other than 
equipment would just be an office building, scrap is an outdoor 
industry. 

Mr. Mutter. You need a lot of territory. You need a scrap yard 
for your junk, and so forth, don’t you ? 

Mr. Barrtncer. Some would have land; yet. That would mean 
the capital investment. 

Mr. Mutter. You list that as part of the equipment? 

Mr. Barringer. Yes, sir; capital investment. 

Mr. Mutter. I notice that the dues of your association are based 
upon volume of business. Will you tell.us the minimum and the 
maximum dues paid and the average dues paid ¢ 

Mr. Barrincer. Our dues range from a minimum of $125 a year for 
dealers who handle 15,000 tons or less, to a top of $1,320 for dealers 
who handle, I think, 750,000 tons or more a year. We have, I believe, 
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5 or 6 in the top category. About 92 percent of our members are in 
the minimum category, sir. 

The Carman. You have told us that no semiintegrated steel com- 
pany or iren foundry has lost 1 hour of production that could be 
charged to the scrap industry. How many iron foundries have sus- 
pended operations during 1955? 

_Mr. Barrrncer. I wantiett know, but none for a shortage of scrap, 
sir. 

Mr. Mutter. I don’t care what the reason was. I would like to 
know how many have suspended operations, if you know. 

Mr. Barrincer. I wouldn’t know. 

Mr. Mutrer. Do you know how many have reduced their working 
week—the number of hours they work each week ? 

Mr. Barrincer. No, but let me say again our dealers have had great 
difficulty finding a market for the grade of scrap that is consumed by 
iron foundries. 

Mr. Muurer. You have no information on the number of iron found- 
ries that have not operated at capacity ? 

Mr. Barringer. No; that may be due to causes other than scrap, sir. 

Mr. Mutter. I am not looking for cause at the moment. I first 
want to establish the fact as to whether they are or are not operating 
at capacity, and how many, if any, suspended operations during 1955. 

Mr. Barrineer. The foundry industry has operated at a much 
lower capacity than the steel mills, generally, due to a lack of business. 

Mr. Mutter. You referred to a company out on the west coast that 
would not meet the price. They were not willing to pay the price, and 
therefore they didn’t buy, even though there is scrap available out 
there at the going price. Do you know of any other instances of any 
foundries elsewhere in the country who refused to buy because of the 
price? 

Mr. Barrincer. I didn’t say, sir, that the mill on the west coast 
refused to buy at a price. Let me read it and I will put it into the 
record, 

Mr. Mutter. I am not trying to misquote you. I am not trying to 
trap you into anything. 

Mr. Barrincer. I understand, sir. I quote from a letter dated Feb- 
ruary 10, in Portland, Oreg. : 

The Northwest Steel Rolling Mills of Seattle, who have been a strong exponent 
of export control, is completely out of the market and will not accept any offer- 
ings of scrap at any price. 

The Oregon Steel Mills here at Portland is out of the market. We contacted 
them yesterday, offering them a tonnage of scrap and they advised that they 
are not interested for the next month in any offerings. 


We understand that this same situation applies to all the mills in California 
also. 


Mr. Mutter. The statement I refer to is on page 5 of your state- 
ment, and it reads: 


Typical of complaints without foundation and ballooned up out of atl proportion 
is that of two small nonintegrated steel mills in Seattle and Portland. These 
two mills, blaming exports for high prices and lack of supplies, have a capacity 
of two-tenths of 1 percent of the steel industry of the United States. They 
wanted to buy scrap in 1955 at 1945 prices. Now, as for some time past they 
have been out of the market. Dealers in Seattle and Portland have up to 20,000 
tons available to sell and they are unable to sell to these mills. 
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These are the mills not buying scrap? 

Mr. Barrincer. That is the letter of February 10 that I just read. 

Mr. Muvrer. Are there any other nonintegrated steel mills any- 
where else in the country who take the same position as those two mills 
in Oregon ¢ 

Mr. Barringer. I have no firsthand knowledge. I have heard in 
Washington as I made my contacts that the nonintegrated mills 
generally have been opposed to exports, but I couldn’t cite you chapter 
and verse. 

Mr. Brown. May I ask you a question? 

The Cuatrman. Yes, sir. 

Mr. Brown. I notice they have a table here that the OPS ceiling 
price was terminated on February 15, 1953. Did that affect the price 
after that? 

Mr. Mutter. I don’t know. 

Mr. Brown. Why did they terminate it? 

Mr. Murer. Maybe Mr. Barringer can tell us that. Can you an- 
swer, Mr. Barringer? 

Mr. Barrincer. Yes. You see, for the first month after OPS was 
terminated, prices had a very slight rise. The amount went from 
$42.92 to $44.18, just very fractional. 

Mr. Brown. Didn’t they set a different price every month? 

Mr. Barrincer. No, sir; there were only two levels of prices. 

Mr. Brown. When that was terminated did prices go up or down? 

Mr. Barringer. It went up for a month, a little bit of a bulge, 
then it started to slack off. It came back a little bit in July, and then 
began the slide. 

Mr. Brown. The OPS ceiling price then didn’t affect the price of 
scrap iron. Why did they remove the OPS ceiling price ? 

Mr. Barrincer. I believe the price was removed on February 15, 
1953, and I believe that the new administration, which had just come 
in power on January 20, felt that control was no longer required. 

Mr. Brown. The ceiling price didn’t have very much effect on it 
one way or the other, then. 

The Cuarrman. What was the ceiling price? 

Mr. Brown. It varied. After 1953 it went down. 

The Cuarrman. What was the ceiling price? 

Mr. Barrincer. The ceiling price was at first, on No. 1 heavy melt- 
ing steel at Pittsburgh, $43, and then reduced $1 to $42. This is 
the period. This was the reduction from $43 to $42. Then you see 
that slight bulge at the termination, and then down. That repre- 
sented the slack-off of steel demand. 

Mr. Brown. I know, but when you removed the ceiling in 1953, 
the following year it went considerably down. In 1954 it was $28.66; 
January, 1952, $42, ete. It came down considerably the following 
year after they terminated the ceiling price. 

Mr. Barringer. Your recollection may be better than mine, but I 
would like to hazard this: That controls came off at about the end of 
the Korean war. The Government spending for the so-called war 
period went off, and the steel mills foresaw, as I saw a little while ago, 
a period of declining demand, and so they went out of the scrap market. 

Mr. Brown. OPS ceiling prices terminated in November of 1946. 
Then on February 7, 1951, the OPS ceiling price went into effect. 
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That was terminated February 13,1953. So after 1953, a few months 
after the first of 1953, and in 1953 it went from $43 to $28.66 in several 
months. 

The Cuarrman. Was there an embargo on export at that time? 

Mr. Mutrer. During the Korean war there was. 

Mr. Barringer. I wouldn’t say there was an embargo on, but I 
believe—at that time there was a quota of I think about 50,000 tons 
a quarter to Mexico, and no exports permitted to other countries, be- 
cause during the Korean emergency it was felt there was necessity 
for all of our scrap here. The Korean emergency situation was over, 
the bottom fell out of the market, and we as an industry began pound- 
ing on the doors in Washington for an open market on exports, the 
right to sell our scrap, and over a period of a couple of years there was 
a gradual relaxation until it was felt on April 1fi, 1954, that there was 
no need for any quantitative restrictions. 

The CuarrmMan. The extent at that time was 50,000 tons a quarter ? 

Mr. Barrrncer. A quarter; yes, sir. 

The CHairrman. There was practically an embargo on the exporta- 
tion of scrap and the price of scrap products; is that true? 

Mr. Barringer. I don’t quite follow you. 

Do you want to answer that ? 

Mr. Srory. The price did not drop because of any embargo. 

The Cuatrman. But it dropped. 

Mr. Mutter. The question is not because of anything. Did it drop? 

Mr. Story. The price of scrap dropped. 

Mr. brown. It dropped considerably ? 

Mr. Story. What period are you referring to, Mr. Chairman. 

The Cuarman. I referred to the period in which they lifted the 
ceiling price, and then the price of scrap dropped contemporaneously 
with that. At that time there was an embargo, or practical embargo, 
on the exportation of scrap. As you say, you have looked it up there, 
the only export of scrap was to Mexico—50,000 tons. That would be 
a quarter. That would be 200,000 tons a year, which is negligible, 
so it was really an embargo on the exportation of scrap. : 

Whether that caused it, or not, the price of scrap did drop at that 
time; didn’t it ? 

Mr. Story. It started to drop at that time, Mr. Chairman, but you 
will notice that even after export restrictions were loosened, in the 
latter part of 1953, that the price continued to drop until January, 
February, and March, or thereabouts, in 1954. It wasn’t until the 
steel industry began to realize that its steel production in 1955 would 
be better that prices began to rise gradually, but you will notice that 
in 1954, in the early part, we reach a low point, and if you will re- 
member, in 1954, that was the period in which we were talking about 
the possibility of running into a very deep recession. Scrap being 
a volatile commodity, this had a greater impact on price than it might 
have had on other products. That is one of the reasons for the big 
drop here. 

Mr. Barrincer. I think I would like to restate our contention that 
the export market in scrap was not a major factor in the rise in the 

price of scrap, especially in the last half of last year; that expert 
uying was done on the basis of that Iron Age composite or the 
average of the domestic price, and that exports followed rather than 
led the domestic market. 
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Mr. Mutter. You mean as the price went up, they bought more 
for export ? 

Mr. Barrincer. No. 

Mr. Muvrer. The people in the foreign countries bought more from 
us as the price went up? 

Mr. Barrincer. No, I say this: That they bought for their require- 
ments, you might say regardless of price. They accepted the Iron 
Age composite as a true reflection of the market in the United States, 
and it was the increased requirement domestically, rather than the 
export situation that raised the price. It was the action of the con- 
sumers who increased their monthly requirements to purchase scrap 
from about 214 million tons, early in 1955 to almost 3 million tons 
at the close of 1955. It was that rather than exports. 

Mr. Murer. Do you have any of the figures on unemployment 
among the gray iron foundries, 1953, 1954, or 1955 ? 

Mr. Barrrincer. No. 

Mr. Mvuter. Do you know what it is percentagewise in those years? 

Mr. Barrtncer. No; but I would like to make this statement if it 
is in order: That the gray iron foundry industry has suffered from 
technological advances in other industries and that scrap, the supply 
and price had no bearing upon the fortunes of the gray iron industry. 

Mr. Muurer. Well, you see, I am very much impressed here by some 
of the information that is not being supplied to us, quite apart, and 
I say it most respectfully, quite apart from the contentions that you 
urge as to what the reasons are for these ultimate facts—we are not 
getting the basic facts. I would like to know what the unemploy- 
ment is during this period from 1950 to 1956, today, among the gray 
iron foundries. I would like to know also what the unemployment is, 
if any, for those same years in the nonintegrated and in the integrated 
foundries. 

I think that might throw considerable light on this subject. 

Mr. Mumma. Will the gentleman yield a minute? 

Mr. Mutrer. Yes; I yield. 

Mr. Mumma. Would it be under his function to know all those 
statistics on the foundry trade? This man is in the scrap business. 

Mr. Murer. No; this man isn’t in any business at all. He is an 
executive director of the Institute of Scrap Iron & Steel. 

Mr. Mumma. All right. To get your information, shouldn’t you 
have the Institute of Gray Iron Foundries here to give you that? 
Is that a fair question ? 

Mr. Barrincer. Yes, sir. I was going to make that point. I rep- 
resent the scrap iron industry. You will have here tomorrow rep- 
resentatives, I understand, of the gray-iron foundry industry. 

Mr. Muurer. You don’t mean to tell us seriously that you don’t keep 
yourself abreast of the economic conditions of the entire iron industry 
and all its facets? 

Mr. Barrincer. That is a technical detail of the foundry industry. 

Mr. Mutter. It may be, but you don’t mean to say as executive vice 
president of this institute that you don’t keep yourself abreast of the 
general economic conditions of the country ? 

Mr. Barrincer. General economic conditions, but that is a detail 
of another industry. 

Mr. Mutrer. This is a detail not of the general economics of the 
country, but of the economics that affect your industry, the industry 
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that your institute represents. How can you forecast what you should 
do or should not do if you don’t know what the situation is in the 
industry that is using your product? You don’t want us to believe 
that you don’t keep yourself abreast of that information ? 

Mr. Barrineer. I only can repeat that that would be a technical 
detail of the gray-iron founders association. I will answer inquiries 
about our own scrap institute and our scrap industry. 

Mr. Murer. And you cannot give us any information about the 
general situation in the industry that uses your product, the product 
of your members ? 

Mr. Barrincer. I can’t give you that detailed information, sir. 

Mr. Mouurer. Can you give it to us generally ? 

Mr. Barrincer. It is my understanding that the rate of operations 
in the gray-iron foundry industry in 1955 were relatively less than 
they were in the steel industry because of the competition of metal 
stampings with gray-iron castings. 

Mr. Moutrer. What about the nonintegrated foundries? What 
was their situation during these years, regardless of what the reason 
for it was? Was there unemployment or wasn’t there during these 
last 5 years? 

Mr. Barrincer. I think at this time you are referring to noninte- 
grated steel mills, I believe. 

Mr. Murer. Yes, those that use scrap. 

Mr. Barrincer. To the best of my information, there has been no 
lack of unemployment, no lack of demand for steel from the integrated 
and the nonintegrated mills. As a matter of fact, some of the non- 
integrated mills have been engaged in the so-called conversion deals, 
whereby they made ingots and sent them to steel mills that had excess 
rolling capacity. They have been operating so far as I know like 
the rest of the steel industry, at capacity, and there has been no lack 
of scrap to support their operations, 

Mr. Mutrer. Tell me, about what percentage of the industry is 
represented by the integrated mills as against the nonintegrated mills? 

Mr. Barringer. I am making an estimate, that the nonintegrated 
mills, the strictly nonintegrated mills do not comprise over 5 to 6 
percent of the total capacity for making ingots in the United States. 

Mr. Mutter. So that 94 to 95 percent would be the integrated 
mills? 

Mr. Barrincer. Yes, in my opinion. 

Mr. Mutrer. You referred to some complaints out of Oregon, and 
I think you referred to one complaint out of Los Angeles by a soil- 
pipe manufacturer. 

Mr. Barrincer. Soil-pipe foundries. I understand that several had 
complained of inability to get material, castings. 

Mr. Mutter. Are they all in the Los Angeles area? 

Mr. BarrinGer. There are just 2 or 3 I understood in and around 
Los Angeles. 

Mr. Mutrer. Did you get any complaints out of the East? 

Mr. Barrincer. No, sir. 

Mr. Muurer. Either soil-pipe foundries or any of the other found- 
ries? 

Mr. Barrincer. No, sir. 

Mr. Muurrer. Now, you refer to the fact that there has been no 
proof produced that there is any scrap leaking through the Iron 
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Curtain. Don’t you believe that it is just as bad a situation for us 
here at home in the United States, if the scrap is sent only to some 
of our friendly allied countries and is used there and the ultimate 
product made from the steel finds its way behind the Iron Curtain? 

Isn’t that just as bad as though we had sent that scrap iron into an 
Iron Curtain country ? 

Mr. Barrincer. Well, I think that would be a matter of Govern- 
ment policy. So far as the exportation of scrap is concerned, Com- 
merce, the Department of Commerce, provides than an end-use certi- 
ficate must be provided, and the purchasers of that scrap, as I said, 
are not speculators or dealers, but the quasi-Government agencies. 

Mr. Motrer. I am not asking you to make the policy or criticize 
the policy as a result of which licenses are being granted, but overall 
policy as made by the Congress. It is made by yourself, citizens such 
as you coming before the Congress and giving us the facts about this 
situation. You referred to the fact that there is no proof that any 
scrap is leaking through the Iron Curtain. I say quite apart from 
that, whether we have such evidence or not, shouldn’t we know what 
products made of steel are going behind the Iron Curtain in order to 
determine whether or not any of that scrap finds its way into the 
ultimate product which goes behind the Iron Curtain ? 

Mr. Barrincer. To the best of my information, the requirement for 
steel in Europe, which has generated this heavy demand for our 
scrap—that steel has gone into, mostly consumer goods, like automo- 
biles and things like that, that from every surface indication is being 
absorbed by the economy of the so-called free world. 

Mr. Mutter. If any of those consumer goods made of steel are going 
behind the Iron Curtain it means that the Iron Curtain countries then 
have that much of their own steel released for their own arms and 
armaments. Is that so? 

Mr. Barrincer. Well, if that were the case, but I don’t think we 
have any proof of that. 

Mr. Mutrer. I am not asking you to supply the proof at the mo- 
ment, but taking it step by step, if any of these consumer products 
made in these friendly countries that are getting scrap find their way 
behind the Iron Curtain, then to that extent the Iron Curtain country 
can use its own steel for purposes other than those consumer products. 
Is that not so? 

Mr. Barrincer. I don’t think that is a question that I can respond to. 

Mr. Muurer. I think it is important that this committee be advised 
as to what happens to the consumer products that are being manu- 
factured in those friendly countries that do get our scrap. 

Mr. McDonovenu. Will you yield for a question, Mr. Multer / 

Mr. Mutrer. Yes. . 

Mr. McDonovuen. I think your inquiry is pertinent to the commit- 
tee’s hearings, but I don’t think this gentleman can answer that ques- 
tion. I think the Department of Commerce and the State Department 
are the people that have to. 

Mr. Mutrer. I am trying to find out how much this gentleman 
knows and how much he can give us. If he can’t, we must seek it 
elsewhere. 

Mr. McDonoveu. I don’t think the witness should be embarrassed 
by asking questions that are aside from his own business. 
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Mr. Mutrer. I am just asking for the information. If he doesn’t 
have it, he can say “I am sorry, I can’t give it to you.” 

Mr. Barrincer. I will restate my position. We feel we should be 
given equal treatment for scrap as for other ferrous products. 

Mr. McDonovueu. The burden of your argument, then, is, if there 
is an export control put on scrap it should also be put on all other 
steel and iron products that are subject to export ? 

Mr. Barringer. Yes. 

Mr. McDonoveu. Iron, steel, and pig iron ? 

Mr. Barringer. Exactly. 

Mr. Mutrer. I think Mr. Barringer’s statement, as he concludes 
on page 6, is a fair statement: 

If the exportation of scrap constitutes a threat, present or future, to the na- 
tional defense, then the exportation of iron ore, pig iron, semifinished steel, 
finished steel, and castings constitute an identical threat. 

I for one am in complete agreement with him on that. That is why 
I say it is necessary to get this other information, as to what is hap- 
pening to the consumer product. 

The CuHairmMan. He has not anything to do with that program, Mr. 
Multer. He has said he doesn’t have anything to do with it. He 
might have a personal opinion, but I know this, that the gray-iron 
people are deeply apprehensive about any increase in price of scrap, 
because I have heard from them. They have written me many letters, 
and they feel they are entirely dependent. 

You don’t think their apprehension is well founded ¢ 

Mr. Barrincer. No, sir, because—— 

The Cuarrman. Of course, they can get scrap. I have no doubt 
they can get scrap if they can pay the price for it, however high it 
rises; but then that wouldn’t put them in a competitive position. It 
would probably put them out of business. Do you think they can 
continue to get scrap at a price that will put them in the competitive 
field and keep them there ? 

Mr. Barrincer. Mr. Chairman, in the first place, the gray-iron 
foundry since 1947-48 has raised the price of their castings to con- 
sumers more than the price of scrap has increased to them, according 
to the Bureau of Labor Statistics index. They have not suffered, re- 
gardless of the increase in the price of scrap. They are still paying 
for scrap less than they are paying for pig iron. ‘The price of pig iron 
that they buy has increased more. 

Now, the Bureau of Mines ceased a breakdown in 1954, but in 1953 
the gray-iron foundries used 4,700,000 gross tons of purchased scrap— 
the scrap we are talking about—4,821,000 tons of home scrap—their 
own plant scrap—and 4,918,000 tons of pig iron so they used about 
one-third each, pig iron, home scrap, and purchased or market scrap. 
That is the proportions. 

Mr. Mumma. The gray-iron foundries? 

Mr. Barrincer. Yes. The word “cupola” describes the gray iron 
foundries. 

Mr. Mutrer. Let me see if I understand the statement you made. 
It begins on the bottom of page 3 and the top of page 4: 

In any event, purchased scrap by weight is rarely more than one-third of the 


raw materials bought by iron foundries in the open market and not over one- 
fifth of the raw material for steel mills, hence for every dollar that scrap ad- 
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vances in price it could reflect only 33 cents in the cost of castings or 20 cents 
in the cost of steel. 

Mr. Barrincer. Yes, sir. 

Mr. Mutrer. Is that right? 

Mr. Barrincer. Yes. 

Mr. Mutrer. That is a direct quote from your statement ? 

Mr. Barrincer. Yes, sir. 

Mr. Mutrer. Now, this scrap that we are talking about here in this 
quotation of yours is used in the making of finished steel, together 
with pig iron. Am I right? 

Mr. Barrincer. It is used with scrap and pig iron. 

Mr. Murer. To make the finished steel ? 

Mr. Barrincer. To make the castings. 

Mr. Mutter. Is it also used to make the finished steel / 

Mr. Barrineer. Yes, sir, in finished steel, too; yes, sir. 

Mr. Muurer. Now, let me call your attention to the fact that the 
figures supplied to us this morning by the Department show that 
the price of pig iron has hardly changed for certain periods—not de- 
creased at all according to the figures they gave us. Let’s take 1954 to 
begin with. The price of pig iron remains the same, 56.59, through 
1954, while the price of steel scrap changes, 28.67, 25.38, 26.87, 32.83, 
during that year. 

The price of the finished steel remains at 92.68 in January and 
April of 1954, and then jumps to 95.78 in July, and then goes to 95.96 
in October. In other words, during 1954, the price of finished steel 
did not reflect any change in the price of the scrap. 

Mr. Srory. Mr. Multer, that is shown here. With the Bureau of 
Labor Statistics figures which we have provided in our folder for 
you, this is the BLS figure or index, on finished steel. As you can 
see, it is steady here, in the latter part of 1953 right straight through. 
Then it pumps in June over here. At the same period, scrap dropped, 
went up, dropped down, etc. 

Mr. Mutrer. We are not getting a thing on this record as to my 
question. Now, the price of scrap changed during 1954, it went down 
and then went up again. The price of the finished steel remained 
practically the same, while those prices were changing. When it 
dropped from 28.67 to 25.38, it remained at 92.68, the finished steel. 
When it went up to 26.87 the price went up to 95.78 and when it 
jumped $6 to 32.83—the scrap did—the price remained at 95.96. 
Isn’t that so? 

Mr. Mumma. Mr. Multer, would you yield for one question ? 

Mr. Mutter. I would like to get an answer to the question first. 

Mr. Mumma. I will give you an answer why it doesn’t show. 

Mr. Mvurer. I will take the answer. 

Mr. Mumma. It could show in profits. The variable price in the 
pig iron could show up in the variable ups and downs of the profit 
sheet. 

Mr. Muturer. That is the next question. In other words, it doesn’t 
show in the price. The price of finished steel remained the same, 
when the price of the scrap dropped, the price of the pig iron remained 
the same. The price of the finished steel remained the same, although 
the price of scrap changed. 

Mr. McDonoveu. What is your point, Mr. Multer? Are you attack- 
ing his statement ? 
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Mr. Mutter. No, I am not attacking his statement. I am trying 
to get some facts on the record. I think this gentleman is a very 
honorable man, and he is doing his best to give us the information. 
I will make my point in argument when we get to executive session. 
Now, I want to get the facts on the record. 

The Cuarrman. That is all right. 

Mr. Mutter. Mr. Barringer, let’s move on to 1955, which even 
gives us a better story with reference to the fluctuating price of the 
scrap and the static price of the pig iron and the static price of the 
finished steel. In 1955, you have your price of scrap varying, 34.63, 
36.17, 37.27, 36.50, 34.40, 34.96. ThatisuptoJune. During all of that 
time the price of the pig iron remained at 56.59, and the price of the 
finished steel remained at 95.94. Am I correct? 

Mr. Barrrincer. It went to 103.46. 

Mr. Mutter. Please, let’s stay with the period I am talking about, 
from January to June 1955. 

Mr. Barrincer. Yes, sir. 

Mr. Mutrer. Now, when you get to the next period, it then goes up 
to 103.48, in August, and remains at that right through to December ; 
is that correct ? 

Mr. Barrincer. That is correct. 

Mr. Mouturer. The price of the pig iron went up to 59.9 in August 
and remained at that same price through December. 

Mr. Barrincer. Yes, sir. 

Mr. Mutrer. During all of that same period, however, the price 
of the scrap fluctuated from 42.76, in August, to 51.71 in December; is 
that correct ? 

Mr. Barrincer. Yes. 

Mr. Mutter. Now, do you still want to tell us that your statement 
on page 4 is correct: “Hence, for every dollar that scrap advances in 
price, it would reflect only 33 cents in the cost of castings, or 20 cents 
in the cost of steel,” or do you want to correct that statement ? 

Mr. Barrincer. No, sir, because based on this Bureau of Mines for 
1953, which is the latest year we have a breakdown, it shows that 
purchased scrap was 32.7 percent of the charge, in the gray-iron 
foundries, as I have said before, the raw materials are about one-third 
purchased scrap, one-third home scrap, one-third pig iron, so that 
every dollar increase in the price of scrap would only mean a third 
of a dollar in the raw material, because only a third of the raw mate- 
rials is purchased scrap. 

Mr. McDonoven. The price you are quoting there on scrap is not 
No. 1 heavy metal scrap ? 

Mr. Barrincer. No I am using percentages of the charge. 

Mr. McDonoucn. The prices I use are No. 1 heavy metal steel scrap. 
I have used No. 1 heavy melting steel scrap. That is the highest 
priced scrap. 

Mr. Murer. That is what we have been talking about all the way 
through here. Those are the only figures that have been submitted 
to us. 

Mr. McDonoveun. I don’t think that this point is of material in- 
terest to the hearing for the reason that we are not checking the steel 
market as to what effects steel scrap has on the price of finished steel. 
We are talking about export control of scrap. 
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Mr. Mutter. I don’t know how you can consider one thing without 
considering the entire overall problem and every item that goes into it. 

Mr. McDonoveu. There are a lot of details besides that. 

Mr. Murer. May I ask you to show us your chart No. 5 for a mo- 
ment? That was not reproduced among the charts you gave us. 

Mr. Barrincer. It was too late, sir. 

Mr. Mutter. May I see that chart, please ? 

Mr. O’Hara. I am interested in that chart. 

Mr. Motrer. ‘That is your hometown, Mr. O'Hara. I will yield the 
witness to you. 

Mr. O’Hara. I wish a little information, geographical interest, on 
my part. I notice on page 3 you say the strongest scrap market for 
many months has been Chicago. What is the reason ? 

Mr. Barrincer. The reason has been that Chicago has become if not 
the No. 1 iron and steel producing area of the country, it is very close 
to passing Pittsburgh, when you include Gary and East Chicago, 
where Inland and Youngstown Sheet & Tube are, with Chicago; you 
have got there probably the No. 1 producing area of the country, so it 
has become the most important, probably the largest scrap consumer, 
and it has been the most active market. 

Mr. O’Hara. What percentage of the scrap handled in Chicago is 
exported ? 

Mr. Barrtncer. None. 

Mr. O'Hara. It is all used domestically ? 

Mr. Barringer. Yes. Chicago is removed from the export in- 
fluence. An occasional cargo moves to Canada, but that is a very 
small percentage. 

Mr. O’Hara. How many members have you enrolled in your 
institute ? 

Mr. Barrrncer. Twelve-hundred-some. 

Mr. O’Hara. Of the 1,200 total, how many are from the Chicago 
area ¢ 
, Mr. Barrincer. A few over a hundred. It is the largest group we 

lave. 

Mr. O’Hara. It is the largest group in Chicago? 

Mr. Barringer. Yes, sir. 

Mr. O’Hara. One other question: You state on page 2 that there 
has been some loose talk about American scrap leaking through the 
Iron Curtain. No proof has ever been produced. The security regu- 
lations of the Department of Commerce have been examined and 
found adequate. 

You are acquainted with the fact that there have only been 27 cases 
disposed of by the Justice Department. We don’t know whether 
they were just dismissed or whether they were convicted. Are you 
acquainted with that ? 

Mr. Barrincer. No. So far as I know, none of them involves scrap. 

Mr. O’Hara. But you and your institute did examine the security 
regulations of the Department of Commerce? 

Mr. Barrincer. Several times in the past year there were newspaper 
stories that were quite alarming about scrap filtering behind the Iron 
Curtain. In each case the Department of Commerce, as I understand, 
examined the situation and found there were no facts to warrant the 
contention. 
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Mr. O’Hara. Just a second, please. You say the Department of 
Commerce did that, but your statement would imply that you had 
examined them and found them adequate. You don’t wish to leave 
that impression ¢ 

Mr. Barrincer. No, sir. 

Mr. O’Hara. Thank you very much. My interest is largely geo- 
graphical. I am glad to know that Chicago is leading in this line, as 
it is leading in most other lines. 

The Cuarmman. If there are no further questions—Mrs. Griffiths? 

Mrs. GrirriTtH. No; I have no questions. 

The CHarrman. Well, we are glad to have your views. They will 
be considered. We are giving everybody an opportunity to be heard 
in this hearing. 

We thank you for coming. 

(Whereupon, at 3: 50 p. m., the committee adjourned until Tuesday, 
March 6, 1956, at 10 a. m.) 
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TUESDAY, MARCH 6, 1956 


House or RepresENTATIVEs, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Chairman Spence and Messrs. Brown, Patman, Multer, 
O’Hara, Mrs. Sullivan, Messrs. Vanik, Talle, Kilburn, McDonough, 
Betts, Mumma, McVey, Hiestand, Nicholson, and Bolton. 

The Cuarrman. The committee will be in order. 

We will resume hearings of the extension of the Export Control Act. 

The clerk will call the first witness. 

The Crier. The first witness is Mr. Robert W. Wolcott, chairman 
of the board, Lukens Steel Co. 

The Cuarrman. Mr. Wolcott, you may proceed as you please. If 
you have a statement you may read it without interruption. 


STATEMENT OF ROBERT W. WOLCOTT, CHAIRMAN OF THE BOARD, 
LUKENS STEEL CO. 


Mr. R. W. Wotcorr. I am Robert W. Wolcott. I am chairman of 
the board of Lukens Steel Co., Coatesville, Pa. My company is classi- 
fied in the steel industry as a semi-integrated company. 

My entire working life has been in the steel industry, and I have been 
associated with iron and steel scrap problems on an industrywide basis 
since prior to World War II. As a matter of fact, I recognize the 
names of certain members of this committee who were dealing with 
scrap matters in those days. Last week I returned from a 2 months’ 
trip to Europe making an on-the-spot check of the European scrap 
situation. 

I am honored and most appreciative to have this opportunity to 
express to you my views on the present administration and proposed 
extension of the Export Control Act so far as iron and steel scrap 
exports are affected. 

Let me point out that my testimony is not intended to be critical 
of the law itself or its proposed extension, but is entirely concerned 
with the manner in which congressional intent has been interpreted 
and carried out under the law. In my opinion, maladministration 
shows up in two major areas—the first dealing with national security 
and the second with the domestic economy. 


NATIONAL SECURITY 


It has never been demonstrated that there is enough scrap in the 
United States to take care of our domestic requirements at capacity 
operations for an extended period of time, much less additional ton- 
nages for other nations. 
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We have passed through a series of very tight scrap situations 
which required national campaigns and hao to accelerate the 
tlow of dormant and obsolete scrap in order to maintain production. 
Lack of scrap presented a hazard to national security in 1942. This 
was very largely a direct result of having exported 20 million tons 
of good grades of scrap during the 1930’s much of which went into 
hostile hands. 

Again, in 1951, national security was in jeopardy when scrap sup- 
plies and demand were not in balance, In late 1948 and early 1949 
we found it necessary to import into this country over a million tons 
of scrap in an effort to meet the high requirements of that period. 
In view of past experience, commonsense and prudence should be 
sufficient to make the limitation of scrap exports obvious for national 
security reasons, to say nothing of the fact that expanded capacity 
calls for more scrap today than ever before. 

Gentlemen, as far back as early 1953 protests were being made by 
steel companies against permitting export licenses. Repeated recom- 
mendations were made to the Department of Commerce that a thor- 
ough study of international metallic balances be made if there were 
to be a sound basis for determinations of matters relating to the ex- 
port of scrap. In July of 1953 I addressed the Assistant Secretary 
of Commerce for Domestic Affairs as follows: 

There is a great need for a realistic, thorough study of the scrap problem ; 
first, as regards the domestic situation and, second, the international one. This 
should encompass a study of requirements for steel mills, foundries, and others. 
It should embrace metallic balances projected into the future, cover capacity 
operations and various lesser percent of capacity operations. We are anxious 
to cooperate with you in undertaking such a study. 

What is more, I was giving assurances that such a study would be 
made by the Department of Commerce. To my knowledge this has 
never been done. 

The Office of Defense Mobilization also recognized the needs for 
facts, and in April of last year requested Commerce to make a com- 
prehensive mobilization base study of the iron and steel scrap and 
pig iron situation in the United States, including therein recom- 
mendations for Government action to assure a supply of these basic 
materials at levels which are likely to be required under emergency 
conditions. 

The truth of the matter is that scrap is in tight supply not only 
in this country but all over the world. The half-dozen scrap drives 
here, the ever-avid foreign market for scrap, and the recent unre- 
lenting increases in scrap prices are dramatic evidence of the tight 
supply of scrap both here and abroad. 

Authoritative studies have recognized that enough scrap could not 
be made available to meet domestic requirements at capacity opera- 
tions or in the event of emergency, let alone foreign requirements. 
Among these are the report to the President of the Materials Policy 
Commission headed by William S. Paley and the more recent Battelle 
Memorial Institute report on Requirements and Supplies of Ferro 
Serap in the United States. 

The semi-integrated steel companies have a special significance in 
the mobilization aspects of the scrap situation. During the stress of 
mobilization, the capacity of the semi-integrated companies of some 
11 million tons of steel is of major importance to national security. 
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Moreover, the semi-integrated companies have capacity out of pro- 
portion to their size in the industry to handle the development and 
production of high-quality alloy steels, which are being required 
more and more for new weapons of advance designs. Consequently, 
when small steel companies are hurt in a scramble for scrap, a notable 
part of this country’s mobilization base is also hurt. This is particu- 
larly so today because the export of high-quality scrap, which small 
steel companies have a special need for, is disproportionately high 
as compared to the export of low-quality scrap. 

The Government has emphasized that a company can always get 
scrap if it will pay the price and that so far no productive capacity 
has been lost because of the lack of scrap. To this I say: Must we 
wait until the patient dies before we call the doctor? Must we buy 
a lock for the barn door only after the horse is stolen? Must plants 
close down and people be laid off before the economic squeeze is tight 
enough to warrant remedial action? Must we wait until it is neces- 
sary to have a scrap drive before we begin to husband our scrap re- 
sources / 

Again, until we know how much we have, we should not permit the 
present enormous foreign drain upon our limited scrap resources. 

Whereas our foreign policy requires us to promote capacity steel 
yroduction in Western European and other friendly countries, some 
helene should be established between the volume of scrap exports and 
the husbanding of our own resources. 

To date, our Government’s efforts have favored the international 
point of view at the expense of interests at home. The focus of our 
Government’s attention has been directed toward satisfying foreign 
requirements with ineffectual effort toward insuring sufficient scrap 
resources in the United States. 

While there is considerable evidence that our country is pursuing 
the objectives of supporting a high level of steel production in friendly 
countries, there does not appear to be proportionate concern about 
the sacrifices which are being exacted from this country in permitting 
its limited scrap reservoir to be drained for sake of foreign interests. 

This committee has already heard testimony with respect to Com- 
merce’s efforts to keep scrap with the United States label on it from 
moving either directly or indirectly to Communist countries. It 
seems to me that this committee would also have an interest in ascer- 
taining the extent to which our scrap exports actually support ship- 
ments of foreign scrap and foreign iron and steel products to Com- 
munist countries. The withholding of United States scrap from Iron 
and Bamboo Curtain countries, though an important objective in 
itself, is only a part of the story of scrap in international trade. 

One could argue eternally as to what constitutes an “excess drain 
of scarce materials” or what is considered the “inflationary impact 
of abnormal foreign demand.” Whichever side of such a debate one 
might choose, the fact remains that in 15 months from October of 
1954, when exports were open-ended, to the beginning of 1956 an 
amount equal to 13 percent of all domestic purchased scrap require- 
ments was exported and the price per ton for No. 1 heavy melting steel 
scrap as reported by the American Metal Market rose from $32.50 to 
$48.96, or an increase of 50 percent. That sort of action in any 
commodity or raw material resource should present a real cause for 
concern. 
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In particular, semi-integrated steel companies have suffered. 
These companies operate steelmaking furnaces and rolling and finish- 
ing facilities, but they do not have blast furnaces from which to ob- 
tain hot metal, i. e., pig iron. The semi-integrated companies are 
located throughout the country, employ some 75,000 people, and can 
produce annually about 11 million tons of steel. This represents 
between 8 and 9 percent of the American steel capacity. 

Small companies are far more dependent upon scrap than the large 
companies with blast furnaces. In making steel, a semi-integrated 
company uses from 70 to 100 percent scrap, whereas the integrated 
companies use 40 percent scrap or less in their charge, the balance 
being in the form of hot metal, or pig iron. Moreover, because the 
small steel companies use a high percentage of scrap in making steel— 
they require more than one-fifth of all scrap purchased by the entire 
steel industry—they need high quality scrap. They can less afford 
to use low quality than can the large companies, the latter having the 
advantage of being able to use quantities of hot metals to dilute 
impurities, 

Thus the skyrocketing scrap prices of the past year have resulted 
in limiting the earnings of small steel companies. As a consequence 
of this, their economic strength is impaired and their opportunity for 
effective participation in the expansion of the steel industry is mini- 
mized. The economics oftheir life becomes inclined toward marking 
time rather than moving forward with the industry. 

Mind you now, during the upsweep of scrap prices the prices of 
steel products remained reasonably stable. Thus small steel com- 
panies were caught in an economic squeeze and they are still in that 
squeeze. 

What has caused the inflation of scrap prices during the past vear ? 
Commonsense points to two main reasons. The first is the increased 
activity of the steel industry in this country. In 1954 the industry 
operated at 71 percent of capacity—in 1955 it operated at 93 percent 
of capacity. The domestic demand for scrap was consequently greater 
last year than the year before and undoubtedly contributed to higher 
scrap prices. 

The second reason for higher scrap prices was an unparalleled ac- 
celeration of scrap exports. In 1954, scrap exports from this country 
totaled 1.6 million tons, two-thirds of which were shipped during the 
second half of the year. In 1955, scrap exports reached 5 million 
tons—or more than 3 times the amount of the previous year and 17 
times the 289,000 tons exported in 1953. 

In his testimony before the committee on February 23, the Assistant 
Secretary of Commerce for International Affairs asserted that the 
economic squeeze of small steel companies and foundries does not of 
itself constitute proper grounds for placing export controls of scrap. 
According to Commerce’s interpretation of the Export Control Act, 
the inflationary impact specified in the law must apply to the entire 
economy, and since the inflationary impact of today’s high scrap 
prices applies only to a segment or 2 of 1 industry, the Department has 
no jurisdiction to act. 

It is submitted that this interpretation of the law is deficient. It 
represents an inordinately narrow approach. The severe restriction 
which Commerce places upon its administration of the law is rooted 
not in the law but in the mind of Commerce. I ask you, gentlemen, 
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whether or not it was Congress’ intent to deny the use of export con- 
trols when abnormal foreign demands create inflationary prices result- 
ing in hardship to an important segment of an essential American 
industry. 

The position taken by Commerce suggests that its laudable efforts 
to free business from needless Government controls has at least par- 
tially obscured the fact that some controls are sometimes necessary or 
desirable. It is in this context that Commerce’s unwillingness to use 
the authority which Congress delegated under the act may perhaps 
best be understood. 


RECOMMENDATIONS 


As I indicated at the beginning of my testimony, there is no thought 
here to criticize the Export Control Act. Rather, my objections deal 
with its administration. To cure the present maladministration of 
this act, it is reeommended, first, that Congress make a positive decla- 
ration of its intent that the executive branch has both the authority 
and the responsibility to use export controls in order to forestall the 
kind of economic squeeze which has been described to you. 

Second, Congress should use its good offices to influence the executive 
branch to implement effectively the following recommendations, which 
probably need not be written into the law if agreement with the execu- 
tive branch is forthcoming. These recommendations are that— 

(a) Pending a comprehensive factual evaluation of the iron and 
steel scrap supply situation in the United States, scrap exports 
should be limited to a minimum quantity. 

(6) A long-range program should be initiated to carry out for- 
eign policy with minimum scrap support from the United States, 

(c) The extent to which foreign countries use our scrap to sup- 
port trade with Communist countries should be ascertained and 
taken into account when we establish our scrap-export quotas. 

Thank you very much. If you have questions about this testimony 
I will be glad to try to answer them. 

The Cuairman. Mr. Wolcott, you have just returned from a trip 
abroad ? 

Mr. R. W. Woxcorr. Yes, sir. 

The Cuamman. What is the scrap situation in the countries which 
you have visited ? 

Mr. R. W. Woxcorr. Mr. Chairman 

The CuatrMan. If you know, that is. 

Mr. R. W. Woxcorr. Well, yes, sir; I couldn’t possibly take an in- 
ventory of all the scrap that is in the European countries, and so I 
centered my attention on the European coal and steel community 
countries, France, Germany, Luxembourg, Italy, Holland, and Bel- 
gium. They told me—and I think that they were approximately 
correct—that inventories in those countries were in the neighborhood 
of some 90 days’ supply as compared with a 60-day supply in this 
country. I think that is the minimum. 

[ also found one of the outstanding things in connection with this 
price situation, that the State Department has been permitted to 
virtually dictate the policy the European steel and coal community 
should follow with regard to purchasing scrap. This has affeeted 
the economy of the whole steel industry, both abroad and here, in my 
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opinion, and is most inflationary, and indirectly costs the steel indus- 
try millions and millions of dollars. 

They took it upon themselves to tell the European coal and steel 
community how they should purchase scrap. I have no brief for the 
way they were doing it, except that they were the ones who should 
determine what they were going to do and what was best for them. 

I also found, which is quite important, in my opinion, that these 
countries are becoming more and more of a mind to be dependent 
upon the United States for scrap. There seems to have been no plan 
as to what was the best method of providing the necessary help, which 
we were to give under our foreign policy to these countries, and what 
the impact would be on our own economy, what was the best way that 
we could serve them to our own best interests as well as to help them. 


NO PLAN 


Furthermore, there is no plan to end it at all. These countries are 
being allowed to expand their capacity. They are expanding their 
‘apacity out of relationship to their pig-iron capacity, which makes 
them more and more dependent upon scrap. In spite of the state- 
ment that was made in the United States when Mr. Mayer and Mr. 
Rollman were here that they have cut out 700,000 tons of useless scrap 
in Europe, the facts don’t show that. They do not prove that at all. 

They are expanding their steel capacity to a point where they are 
getting more and more dependent upon our scrap, and it is a disservice 
to them, in my opinion, also, because should the shipments be stopped, 
and it is bound to stop because it is going to run out, they are going 
to be hurt tpeeialionity: 

The Cuatrman. Is the expansion of their capacity the cause of the 
increased exportation of scrap ? 

Mr. R. W. Worcorr. Yes, sir; it calls for making steel; the making 
of steel, not the making of pig iron. 

You see, the alternative to the scrap would be for them to make 
their own pig iron, put up blast furnaces, which would cost them a 
lot of money, I will admit. Nevertheless, there should be an end 
point somewhere. Somewhere they have got to be self-contained or 
integrated to where they are not dependent entirely upon American 
scrap. 

The Cuatrman. If the expansion of their production is the cause 
is there any reason to believe that that will not continue, and that the 
exportation of scrap will grow bigger all the time ? 

Mr. R. W. Wotcorr. Yes, sir. Every one of them now have plans 
for expansion. All you have to do is talk to these steel people. In one 
country they are coming pretty close to doubling their capacity in the 
next 3 years. 

The CHarrman. Is there any reason to believe that the exportation 
of scrap in the next few years won’t increase right along ? 

Mr. R. W. Wotcorr. It is certainly not going to decrease. It is not 
going to decrease unless something is done. There isn’t any doubt 
about that at all. 

The Cuatrman. How many employees have the semi-integrated 
steel companies ? 

Mr. R. W. Worcorr. About 75,000. 

The Carman. And what is their total production in steel ? 
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Mr. R. W. Wotcorr. About 11 million tons. About 9 percent of the 
steel capacity of our country as a whole. 

The CHatrman. Is the use of scrap absolutely essential to this 
production ¢ 

Mr. R. W. Wo corr. It is absolutely essential to those companies. 

The CHairMaAN. There is no substitute for it / 

Mr. R. W. Wo corr. No, sir; not from the point of view of their 
operations. 

The CHarrmMan. What proportion of scrap do you use as compared 
with the big companies ¢ 

In the production of steel, what is the proportion of scrap you have 
to use for the production of steel as compared with the scrap the large 
companies use, such as Bethlehem Steel, United States Steel, and so 
forth ¢ 

Mr. R. W. Wotcorr. My company and most of the semi-integrated 
companies use somewhere in excess of 70 percent scrap charge. The 
integrated companies use somewhere in the order of 40 percent scrap 
charge. We use 70 percent or more; the integrated companies 40 
percent or less. In other words, they may use 70 percent pig iron and 
30 percent scrap. 

The CHairman. What has been the variation in the price of scrap 
in the last few years? How has it varied as compared with the price 
of pig iron ¢ 

Mr. R. W. Wovoorr. It has come up correspondingly to pig iron. 
Pig iron hasn’t risen in the last—I guess there was one price increase— 
yes, I think there was one price increase in pig iron in the last 15 
months, but scrap has jumped some 50 percent, or $16 a ton, 
approximately. 

The CHarrMAn. There have been large variations in the price of 
scrap and pig iron prices have been relatively stable / 

Mr. R. W. Wotcorr. That is right, Mr. Chairman. 

The CHatrman. And that is largely due, I presume, to the fact that 
the price of steel has been relatively stable and those who produce the 
steel produce the pig iron / 

Mr. R. W. Wo corr. That is right. 

The CHarrman. What effect does the variation in price have upon 
the semi-integrated steel companies ? 

Mr. R. W. Wotcorr. With our own particular company, $1 increase 
in the price of scrap is about $1 increase in our cost. That is about the 
proportion, with our company, and I imagine it is about the same 
with all of the semi-integrated companies. For every dollar increase 
in the price of scrap our costs go up co a dollar. 

The CHarman. How many of the semi-integrated companies are 
high-cost. producers ? 

Mr. R. W. Worcorr. By the nature of their business, they are 
nearly all high-cost producers, or marginal producers. They become 
specialists, specializing in certain types and forms of steel. Just 
as I mentioned about the alloy steels, a great many of them are mak- 
ing high quality alloy steel. We specialize in making, for instance, 
large plates, and other quality steels and specialties, such as clad steels, 
and so forth. That is what the semi-integrated companies for the 
most part do. They become specialists. They are not interested 
in production of ingots, as such. 
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The Cuatrman. If there were a period of cut-throat competition 
the small steel companies would have difficulty in staying alive, 
wouldn’t they ? 

Mr. R. W. Wotcorr. They always have, sir. I can tell you about 
it, because I know. 

The Cuarrman. Tell us about it. 

Mr. R. W. Wotcorr. I know we have gone through some very, very 
difficult periods, during the thirties. We practically went over the 
brink. Our own company found itself with an 8-percent bond issue 
at one time. 

The Cuarrman. The fluctuation of the price of scrap is a very ma- 
terial thing, then, to the semi-integrated companies ¢ 

Mr. R. W. Wotcorr. It is a matter of life and death. Even now, 
Mr. Chairman, our company, and most of the semi-integrated com- 
panies, have raised their prices in and above the market. Now, that 
is something that none of us like to do. It puts us in a very bad 
competitive “position, or a poor competitive position. Companies who 
are regular customers of ours, can get from Bethlehem or United 
States Steel, or whoever it is, steel at a certain pe If they want 
to get it from us they have got to pay, let us say, $7 a ton more. And 
that is the only way we can live. And that is the way with most of 
these semi-integrated companies. They all had to raise their prices. 
And the only reason we get away with it is because of the high de- 
mand for steel products existing today. 

The Cuarrman. What effect do you think the export, the increase 
in export of scrap, has had upon the price of scrap ¢ 

Mr. R. W. Wotcorr. Well, that is not a very easy question to answer, 
because all things have moved up somewhat in the inflationary spiral 
and costs have gone up, but there isn’t much doubt in my own mind 
that it is accountable for a very large percentage of the increase that 
has come about in the price of scrap. That exports are responsible 
for it. 

The Cuarrman. Is there any variation between the export price 
and the domestic price of scrap ¢ 

Mr. R. W. Wotcorr. No, I wouldn’t say there is very much. Not 
in this country. 

The Cuatrrman. Would you anticipate that if we were guided alone 
by the demand for scrap abroad that export would increase rather 
than diminish ? 

Mr. R. W. Woxcorr. Mr. Chairman, would you repeat that ques- 
tion’ I didn’t quite understand it. 

The CuairMan. I say, what do you anticipate as to the future of the 
export of scrap, if it is based entirely upon foreign demand? Do you 
think it will increase continuously ? 

Mr. R. W. Woxcorr. Yes. Let me try to answer it in this way: It 
would take Europe, as I see it, a period of 3 years, minimum, to get 
themselves into such shape that they are not dependent on scrap to the 
extent that they are ilees They are enjoying very good business 
abroad. They are also running at top capacity 
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tically are running at top capacity in Europe, and they are expanding. 
They are trying to take care of that demand, but their expansion is 
such that they are going to continue to need scrap. 

Does that answer you question, Mr. Chairman / 
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The CHatrmMan. Well, you are not opposed to the continued contro! 
over the exportation of scrap / 

Mr. R. W. Wotcorr. I am not opposed to it, do you say / 

The Cuarrman. You are not opposed to it. Would you place an 
embargo upon the exportation of scrap ? 

Mr. R. W. Wotcorr. Well, it is very difficult to say what you should 
do today because the international situation has to be taken into con- 
sideration, and we have already embarked on a policy. I don’t think 
we ought to be drastic to the point where we are going to cause an 
international upset. It should never have been allowed to start, the 
way it did, and we pleaded with them not to do it. We pleaded with 
them and told them that the very thing that is happening today was 
going to happen. We told them just practic ally word for word—I 
could show you letters to the Department of Commerce wherein we told 
them that what we told them would happen is happening today, with 
our smaller companies. 

You see, there is another very funny situation in Europe: The price 
of scrap is controlled, somewhat, in Europe, domestically, and we will 
say that the price of scrap—and it has leveled off to practically the 
same for all countries—they try to keep it that way, and in order to 
make them competitive with each other they take the difference be- 
tween what they have to pay for scrap in the United States, which, we 
will say, is to just use a figure, $70 filicieleds and their domestic price, 


which is $40, and they put it in a pool—these 6 countries—and that 
cost of $30 a ton times the number of tons that come in is liquidated 
by the different countries in proportion to the domestic scrap, their 


own domestic scrap, which they collect. 

In other words, Germany collects more scrap within its country 
than any other, and Italy collects the least. Italy uses more of the 
scrap from the U nited States than any other country. But Italy has 
been paid, I think it is $14 million by Germany since 1951, and France 
has paid them $9 million since 1951, because France is also a country 
collecting a pretty large amount of scrap internally. Italy has no scrap 
internally. But Germany and France have paid Italy $25 million in 
subsidies for the excess cost of scrap beyond what it costs in this coun- 
try, over what it costs in their own country. 

‘We continually hear in this testimony that the higher the scrap price 
goes the more comes out. But they don’t practice it in Europe. They 
hold the scrap price down. The scrap price in this country today is 
about $52, and I[ think it is just recently risen to $40 in Europe. But 
they are paying $70 for the scrap they get from the United States, 
approximately. 

The Cuarrman. The continuous operation of the semi-integrated 
steel plants is essential to our national economy and in order to main 
tain full employment and full production; is that not correct ? 

Mr. R. W. Wotcorr. That is right, sir. 

The Cuatrman. And it would be a very great weakening of our 
national security if they weren’t in operation ¢ 

Mr. R. W. Wotcorr. Yes, sir; very much so. 

The Carman. As I understand it, you think greater consideration 
should be given to the domestic situation in the matter of exportation 
of scrap? 

Mr. R. W. Wotcorr. That is right sir. 
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The CuarrmMan. It seems to me that our national security and our 
national economy and our national welfare are certainly very much 
bound up in the continued operation of these smaller plants which 
furnish employment to 75,000 workers and which produce 11 million 
tons of steel per year ? 

Mr. R. W. Wotcorr. That is right. 

The Cuairman. How does that compare with national production ? 

Mr. R. W. Wotcorr. It is about 9 percent of national production. I 
think last year production was 104 million tons, perhaps a little higher. 
At any rate, it was about 8 or 9 percent last year. 

The CHarrman. And in times of trouble and war they produce a 
greater tonnage than they do now; is that correct ? 

Mr. R. W. Wotcorr. That is right. 

The CHamman. What was the tonnage during the war years? 

Mr. R. W. Wotcorr. I cannot tell you exactly. I wouldn’t remem- 
ber the figures. Weare operating now—lI will say this, that the semi- 
integrated companies are operating practically at capacity, all of them. 
They couldn't produce any more if there were a war. 

But we must remember that the semiintegrated companies are not 
the only ones depending upon this scrap. All of these thousands of 
foundries, small foundries, thousands of them, which you will 
hear testimony from, and when we get the impact of them 
operating at capacity, and the steel industry operating at capacity, 
which has not been doing so for a protracted period of time, we are just 
positive, we within the steel industry, that if there isn’t enough scrap 
to go around, we would have to close down our furnaces. And we 
predicate it upon an actual thing. We have had 6 scrap drives since 
1940, when our capacity was not 100 million tons, in order to keep 
going. 

Now, we have a capacity of 125 million tons, and we are bound to 
require more scrap. 

The Cuatrman. How long do you think our present store of scrap 
would suffice for our domestic industries ? 

Mr. R. W. Wotcorr. I have no idea. Our inventory today is based 
on 60 days. We call it a 60 days’ supply of scrap. It would actually 
last longer than 60 days because we are making scrap every day we 
operate. We are making what we call home scrap, internally. So it 
would last for a longer period. Say there were no more purchased 
scrap available, it would run out in 60 days, but we are producing home 
scrap, so we would have some period beyond 60 days in which this 
country would be able to operate on some kind of a basis. 

The Cuatrman. Is the basing shipping point still in effect ? 

Mr. R. W. Wotcorr. No. 

Mr. Vanik. At that point, Mr. Chairman, do we have only a 60 
days’ supply ? 

Mr. R. W. Wotcorr. That is the inventory in the steel mills. 

Mr. Mumma. Yours only? 

Mr. R. W. Wotcorr. No; average for the industry. 

The CHairMan. The basing shipping point was a device by which 
the big plants allowed the little ones to exist if they didn’t undersell 
them at any point. Was that the basis of it? For instance, a big 
plant in my own town, if they sold at the gate of the plant they would 
have to add the freight from Pittsburgh, and that permitted the small 
plants to compete with the big ones, didn’t it / 
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Mr. R. W. Woxcorr. Yes, sir. 

The Cuarrman. That is the way they stayed in existence. Thev 
said, “If you do that, and you cooperate with us, you can get along.” 
But ‘they have always been in a pesition to undersell the smaller semi- 
integrated plants, haven’t they ! 

Mr. R. W. Wotcorr. Oh, yes; they always will be; through their 
efficiency. 

Mr. Parman. Mr. Chairman, that basing-point decision in 1948 
knocked out the basing point. 

The Cuarman. I know, but that was the effect of it. 

Mr. Parman. That is correct. 

The CuatrmMan. That was the theory of it. 

Mr. R. W. Wotcorr. That is correct. 

The Cuarrman. And the little plants were anxious to see it main- 
tained because they knew that as long as they complied with it 

Mr. R. W. Wotcorr. It did act as a sort of umbrella. 

The CHatmman. And that condition still exists to a certain extent; 
doesn’t it? They can still undersell you if they make an effort to do 
it? 

Mr. R. W. Woxcorr. That is right, they are more efficient. Their 
costs are less. You are talking now, of course, about basic steel 
articles? 

Mr. Patman. Mr. Chairman, may I interrupt there briefly, if you 

lease ? 

We have laws against that now. 

Mr. R. W. Woxcorr. That is right. 

Mr. Parman. They cannot do as they used to. They cannot just 
ps out a competitor and say “We are going to destroy him.” We 
1ave laws to protect him. 

The CuarrMan. That is the reason I brought that out. I knew that 
was abrogated, but that was the fundamental reason it was put into 
effect. 

Mr. R. W. Wo tcorr. Yes, sir. 

The Cuamrman. And the little plant was anxious to have it be- 
cause they felt that was a means by which they could exist. 

How do you think we ought to meet this situation / 

Mr. R. W. Wo corr. Well, I have put my recommendations in the 
latter part of my statement. Of course, I think that the whole sub- 
ject should be studied carefully, both from a national and interna- 
tional viewpoint, as to how we can best help these companies, in con- 
formance with our foreign policy. We evidently have a policy. 
There is no doubt about that. And we have made, I think, moral com- 
mitments—for better or for worse; we hope for better—and the thing 
that we should do and do immediately is to find out how we can best 
satisfy those moral commitments, and when we can bring it to an end 
to a point where it is not hurting a segment of the economy of this 
country to the extent that it is doing. 

The Cuamman. Don’t you think we ought to also liberalize their 
authority to take care of the domestic supply ? 

Mr. R. W. Wotcorr. Oh, yes; by all means. I think they have it 
now,in my opinion. We think they have it now. 

The CHairmMan. Well, there is some doubt about that. Don’t you 
think that ought to be clarified ? 
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Mr. R. W. Wotcorr. Yes, sir; very much so. That is one of the 
recommendations made in my statement, Mr. Chairman. 

The Crarrman. So there will be no doubt. 

Mr. R. W. Wo corr. So there will be no doubt whatsoever. 

The CHarrMan. For the benefit of the economy and the security of 
the Nation, that they could divert. some of this to our own industries ? 

Mr. R. W. Wotcorr. That is right. 

Mr. Tatir. Mr. Chairman. 

The Cuatrman. Dr. Talle. 

Mr. Tatir. Are you in favor of this bill, H. R. 9052, Mr. Wolcott ? 

Mr. R. W. Wotcorr. Yes, sir; I have questioned whether it ought to 
be for 3 years or not, but I have not said anything about that in my 
statement, only because it would depend upon the extent to which 
this committee emphasizes with the Department of Commerce as to 
how it interprets the law, so that the Department of Commerce will 
know that they have authority and should use it, when necessary. 

Mr. Tarte. Have you brought the information contained in the 
statement you read today to the attention of the Department of Com- 
merce and the Department of State ? 

Mr. R. W. Worcorr. Yes, sir; I started talking to them back in 1953. 
I haven’t anything here that I didn’t tell them in 1 1953. 

Mr. Tauie. On your trip abroad, what did you find as to inventories 
of scrap in the different countries you visited ¢ 

Mr. R. W. Wotcorr. The only way I could get at the inventory 
figure was to ask them directly, because there was no way in which I 
could tell. Isaw men in whom I have all the confidence m the world, 
who I am sure were very frank with me. I think just like you and 
myself, and everybody else, they weren’t going to put their worst foot 
forward. They put their best foot forw ‘ard, They told me that the 
inventory of these 6 countries was approximately a 90-day supply. 
Now, you can rest assured that it is not any less than 90 days and I 
would say it is somewhere between ninety and one hundred-and-some 
days. 

Mr. Tatie. One would think they would have a great lot of scrap 
from ot yar. 

Mr. W. Woxcorr. Well now, you have got to remember, we 
have site part of that back. We went over there and bought some. 
We mentioned 1 million tons, but I think that it was near to 2 million 
tons we brought back from Germany. And if we hadn’t bought it 
back, our steel industry would have been—well, some furnaces would 
have been shut down. We would not have been able to operate at 
the rate we did. We were so short of scrap in this country. 

Mr. Tarte. What effort is being made by the plants abroad, and 
the governments abroad, to supply their own scrap ? 

Mr. R. W. Wotcorr. I asked that question. Of course, I was very 
much interested in that. These men advised me that they are quite 
aggressive in their collection of scrap. They have also put up a 
certain amount of bonus—well, I will leave that out, because that 
has to do with the use ofp ig iron—but they tell me they are aggres- 
sive, in these countries. But you must remember they are not, as a 
whole, industrial countries. They were not built up on iron and steel 
as we have been. I think they are fairly aggressive. Of course, one 
is bound to be conscious, if they have had as much to do with scrap 
as I have, with the tremendous amount of ornamental scrap in all 
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these countries, which still having gone through a war, and still 
have it. We in our country were talking about tearing down the 
fences, railings and everything else. But they are all there in Europe. 
Plenty of them. And probably they should remain, because it is part 
of the scenery and part of Europe, and at least until such time— 
but I was surprised to find it still there, in most of the countries. 

Mr. Tate. We couldn’t very well encourage them to melt down 
their statues. They have many of those. 

Mr. R. W. Wotcorr. I am surprised they hadn’t done it. That is 
the point. 

Mr. Tate, But I am wondering what your idea might be as to how 
we could encourage them to do more, in collecting scrap. 

Mr. R. W. Woxcorr. In the first place, I don’t know that they are 
not doing a good job. I would not be able to tell it from my visit. 
I have reason to believe they are just as astute and anxious to do it 
as we are. Naturally, that is human nature, and when things come 
2asy, you don’t work as hard at something else, and it has been easy 
for them to get scrap from this country—very easy, and in fact, it 
is perfectly evident that it is so easy for them to get that instead of 
tightening their belt and findings ways and means of getting money 
to expand their iron capacity to supplant the scrap, they have taken 
the easier course, by putting up steel capacity and not expanding 
their iron capacity in proportion to what they are going in their 
steel capacity, to say nothing of the deficit that existed prior to this. 

Mr. Bouron. Are you saying then that the companies abroad are 
similar to what we refer to as semiintegrated companies? In other 
words, they are not integrated companies abroad. 

Mr. R. W. Wotcorr. Oh, yes, there are a lot of integrated com- 
panies abroad. They have both. What I am saying is this: That 
even the integrated companies are not expanding their pig iron ca- 
pacity, which would supplant their tremendous demand for scrap, 
to some extent, in relation to the same relation as they are expanding 
their steel capacity which requires the scrap. 

Mr. Bouton. In other words, they are using a higher percentage 
of scrap in each charge than would our integrated companies? 

Mr. R. W. Woxcorr. They are using somewhere between 65 and 
70 percent scrap charge. No, it is higher than that, it is about 
75 percent. 

Mr. Tate. Now, looking at the price aspect, do those companies 
abroad find it cheaper to get their scrap from here than to collect it 
in from their own countries ? 

Mr. R. W. Woxtcorr. Oh, no. Well, you see—no, it is not cheaper. 
It costs them more to get it here. 

Mr. Tate. It costs them more ? 

Mr. R. W. Wotcorr. Yes; but it isn’t the individual companies that 
pay for it, because the excess cost of American scrap over the domestic 
scrap is spread amongst all the companies that participate in this 
European coal and steel community. That is what I was trying to 
explain to you, and, of course, our scrap does conserve their own 
scrap. ‘The more they get in, then it conserves their own scrap, of 
course. 

Mr. Tatix. Do you think that they reason that way? Do you think 
that they rationalize the situation in that manner and decide that they 
will withhold their own and buy ours? 
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Mr. R. W. Woxcorr. Well, I am not in a position to state the extent 
to which they are withholding their own scrap. I am talking now 
about a natural tendency, as I said to you, they admitted—Mr. Mayer, 
the head of the European Steel and Coal Community, when he was 
here, admited that they were probably overzealous in stating their 
requirements for scrap, and their purchases of scrap from this country. 
So we can just use his estimate as the evidence of the situation. 

Mr. Tauie. You used a term that intrigues me. Did you say, 
“European coal and iron community”? 

Mr. R. W. Wotcorr. European Coal and Steel Community. 

Mr. Tatite, Will you explain what that is? 

Mr. R. W. Woxcorr. Yes; that is the combination—the agreement 
of the six countries, Germany, France, Luxembourg, Belgium, Hol- 
land, and finally they have Italy in it. Those six countries have 
more or less pooled their steelmaking capacity. They have broken 
down all the barriers between the countries insofar as the selling of 
their product, the purchase of their raw materials, their coal supplies, 
and so forth, are concerned; it was an effort to bring about a united 
Europe. You remember there was quite a question about it at one 
time, and we were very instrumental in getting the countries—that 
is the United States was—in getting these countries together. 

Mr. Taute. Is that an international syndicate? 

Mr. R. W. Woxcorr. Well, they are governed by a high authority. 
You could call it a syndicate, I guess. don’t know exactly what the 
definition of that would be, but they are buying combined under a 
high authority, which is made up of representatives of all the coun- 
tries participating, the six countries. 

Mr. Tatxez. Is this an organization operating in a group of countries 
aside from the political organization—— 

Mr. R. W. Woxcorr. No; it is an agreement between the countries. 

Mr. Tate. State trading? 

Mr. R. W. Wotcorr. Pardon me? 

Mr. Tate. It is State trading, then? 

Mr. R. W. Wotcorr. State trading. 

Mr. Tate. Yes. Do the governments control it ? 

Mr. R. W. Woxcorr. Yes. 

Mr. Tarte. And they have come to the conclusion that they would 
rather buy their scrap from here—the United States—than gather it 
in their own country / 

Mr. R. W. Wotcorr. No; I didn’t say that. No; I don’t want to 
make that statement. They have to have some additional if they are 
going to keep on expanding the way they are. They need the scrap. 
When they first started, I think they were given verbal assurance 
that they could get help from this country in the way of scrap. 

I can remember in 1948 we were trying to determine whether they 
should be allowed 15-million-ton production in Germany or not. I 
think it was that. Perhaps it was 11 million. Last year they pro- 
duced 22 million. Italy practically had no production in 1948. st 
year there were 5 million tons produced. 

These countries have increased their capacity. I have the exact 
figures here on production of steel in those countries. In 1952, the 6 
countries produced 41 million tons of steel, approximately. Last 
year, they produced 52 million tons of steel. 

Mr. Mumma. Will you yield, Mr. Talle? 
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Mr. Tate. Yes, I have something more; but I will yield. 

Mr. Mumma. No; that is all right. I will wait. 

Mr. Tatie. Mr. Wolcott, assuming that this act is continued, and 
assuming that you were installed as Secretary of Commerce at noon 
today. What would you do? 

Mr. R. W. Wotcorr. Well, I can answer that all right. There 
won’t be any doubt in my mind as to what I would do. I would im- 
mediately try to find out where we are going, and what is the best 
way to liquidate what I consider that we have as a moral obligation 
from our foreign policy. That is what I would do. It is the thing 
we have asked them to do since 1953. 

Mr. Tate. Do you have anything additional to say ? 

Mr. R. W. Wotcorr. No; I haven’t. 

Mr. Tatite. You know, of course, that the heart of the heavy capi- 
tal goods industry in Europe has typically been Germany. That is 
correct; is it not? 

Mr. R. W. Wotcorr. That is right. 

Mr. Tatie. So we can’t look at the situation now without keep- 
ing in mind the plan that was put into effect to make Germany an 
agricultural state. Do you remember that, too ? 

Mr. R. W. Woxcorr. Yes, very much so. 

Mr. 'Tatie. And in line with that, we might keep in mind that 
Ilitler tried to make Germany self-sufficient as to food, and his record 
on that score is the best Germany has ever had: 85 percent. But 
they were still short of enough food. So historically, Germany has 
engaged in industry and exchanged manufactured products for food 
produced in other countries. We will have to keep in mind the dis- 
mantling of the plants in Germany and all of the attendant things 
that were done. It wasn’t an easy question I asked you, Mr. Wolcott. 

Mr. R. W. Wo xcorr. Well, just commenting on that, I was over 
there in 1948 and saw Germany probably at its lowest point. It was 
during the time when the money reform began. It is just astounding 
the strides that Germany has made. In my opinion, they have capt- 
talized on the fact that they were practically blown off the earth, as 
far as their steel mills and so forth are concerned and everything is 
new. They are really going to town. They are quite efficient. They 
have jumped their capacity, and they are also trying to—one of the 
countries over there that is really trying to police themselves to try 
to become self-sufficient. They know this isn’t a continuous ride, this 
matter of getting scrap from this country, and they are really sincere 
in their efforts. 

Mr. Tate. You no doubt flew the airlift, in 1948, then? 

Mr. R. W. Worcorr. That is right. 

Mr. Tatxe. Did that give you a good picture of what was done by 
bombs ? 

Mr. R. W. Worcorr. Oh, yes, and down in the steel-industry part 
of the country. You would never know that country had ever been 
bombed. Some of those hotels are among the finest in Europe today. 

Mr. Tate. Keeping in mind that the Germany of today is much 
smaller than before the war, and keeping in mind that there are many 
more people living in that truncated country than lived in the larger 
Germany before, the only way that country can survive is to do the 
things it is best equipped to do, and that is to redevelop capital-goods 
industries of every sort, isn’t it? 
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Mr. R. W. Wotcorr. Well, they are doing it. They have a greater 
capacity now than they had before the war, even in the half country. 

Mr. Tauxe. And, of course, they are very good in electrical indus- 
tries and precision-instrument industries. 

Mr. R. W. Wotcorr. Yes, sir. 

Mr. Tatie. Thank you very much. 

Mr. Patman. Mr. Chairman. 

The CHatrmaNn. Mr. Patman. 

Mr. Parman. You indicated, Mr. Wolcott, that the price here is 
about $52 for scrap steel, and overseas it is about $70. Isn’t that a 
pretty big margin ? 

Mr. R. W. Wotcorr. I don’t think so. I don’t think it is anything 
beyond the freight rate plus 

Mr. Patman. I don’t know anything about it so the fact that you 
say it is not is all right with me. 

Mr. R. W. Wotcorr. I don’t think so; no, sir. 

Mr. Katsurn. Mr. Chairman. 

The CHarrman. Mr. Kilburn. 

Mr. Kinpurn. One of the witnesses here as I understand it testified 
it was impossible to take an inventory of scrap in this country, and 
I can understand why, because there is so much scattered around. 
So when you are talking about inventory, you are talking about the 
known inventories. 

Mr. R. W. Woxcorr. I am talking about the known inventories in 
the hands of steel mills, foundries, and steel mills, consumers’ inven- 
tories. I am not talking about dealers’ inventories, or stuff that hasn’t 
been collected. 

Mr. Krzeurn. I happen to know of a farm where for 50 years they 
have had money enough to get new farm machinery and now they 
have got a bunch of old farm machinery rusting away all over the 
farm, and it is just sitting there. Is there any way of getting that 
in to us? 

Mr. R. W. Wotcorr. Oh, yes, I am surprised to hear it, because with 
the high price of scrap, you find these collectors going out and collect- 
ing it. They are getting a good price for that scrap today. You see, 
$52 is pretty high. I don’t think we have seen scrap prices, since 
I have been in the steel industry, with one exception, as high as $52. 

Mr. Krrzscrn. Would they collect it for that? 

Mr. R. W. Wotcorr. Oh, they wouldn’t pay $52 to the farmer. 
They couldn’t do that. That has to be collected, prepared, sorted, 
and transshipped. 

Mr. Kirpurn. What would they pay the farmer ? 

Mr. R. W. Woxcorr. It would depend upon the type of scrap it 
was, and where it is, how far it was away from a market. 

Mr. Kitpurn. I am wondering if it pays the farmer to fuss with it. 

Mr. R. W. Wotcorr. It always has paid them. I can’t imagine why 
not. The farmer used to, in the old days, take it in with him when 
he went in to buy feed. He would take it in and drop it at a junk- 
yard and collect $10 or $12, whatever it was, and go around to the 
feed store, collect his feed and pay for it with that money. 

Mr. Kitsurn. I was wondering whether it would pay these people 
who have this old machinery lying around, where it sonia pay 
them to fuss with it to get it collected. 
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Mr. R. W. Woxcort. I should think it would. 

The Cuairman. Are the foreign nations as active in collecting 
scrap as we are? Collection of scrap is quite a process, isn’t it? 

Mr. R. W. Wotcorr. Yes. I have been thinking back to the nature 
of the people in those countries, and I think they are probably more 
thrifty about collecting their scrap, as individuals, than we are. In 
other words, the little bit of money that they get for their farms, 
and their standard of living is so low that evry cent they can get 
in helps. I think they probably do their housekeeping better than 
ours. That is my guess. 

The Cuatrman. Isn’t a good deal of the scrap in foreign countries 
the result of the expenditure of American money on projects that have 
been abandoned ? 

Mr. R. W. Wotcorr. I wouldn’t think so. 

The Cuairman. The other day a man told me that in Pakistan there 
was a great amount of scrap that was due to some railroads that had 
been abandoned, and that there were locomotives, and freight cars, 
which had not been collected. If that was true there, wouldn’t that 
be true in other sections ? 

Mr. R. W. Wotcorr. Not necessarily. I don’t think that you would 
find that anywhere in Europe. I am positive of that. You might 
find it in some of those countries beyond Europe, for good and suffi- 
cient reasons—hard to get to, or under control of the fighting, or 
under control of some group that won’t let it go. I would question 
whether what this person stated is true when he said 200,000 tons, 
because our scrap industry is quite aggressive. It might be geo- 
graphically inaccessible. 

The Cuairman. But you think the proper solution of this question 
is of vital interest to our industry and all the smaller steel industries? 

Mr. R. W. Wowcorr. Yes, sir. 

The Cuatrman. And it is essential that they get sufficient scrap 
to live; is that not so? 

Mr. R. W. Wotcorr. That is right, sir. 

The Cnamman. And we ought to find some way by which you can 
continue to get it. 

Mr. R. W. Wo tcorr. That is right, sir, and be sure of a continuing 
supply. That is the thing that worries us more than anything else. 
We are positive that if we ever get into a conflagration or crisis, that 
we would be in trouble. 

The CHatrMAN. Doesn't the fluctuation of price have a greater 
effect on you than on the integrated industries, because your margin 
of profit is smaller ? 

Mr. R. W. Wotcorr. That is right. 

The Cuatrman. And they can price you out of the market very 
easily, can’t they ? 

Mr. R. W. Wotcorr. Yes. You see, with scrap being the way it is, 
our using 70 percent at $52 against somebody using 40 percent at $52 
makes a difference. 

Mr. Boutron. Mr. Chairman. 

The Cuatman. I believe Mr. McVey sought recognition first, 
Mr. Bolton. Mr. McVey. 

Mr. McVey. Thank you, Mr. Chairman. 

I have 1 or 2 questions, Mr. Wolcott. In the course of your re- 
marks you said you thought we should have a limitation on the amount 
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of export of scrap to foreign countries. Would you mind telling us 
what you think that limitation should be? I recall you said we 
xported 5 million tons last year. 

Mr. R. W. Woxcorr. I don’t think I can come out now with an off- 
hand opinion on the matter. It depends upon how important you 
think our foreign obligations are, and what is the story. It would 
depend upon what a study would show as to how we are going to be 
able to overcome it, and what we would do to substitute it if our ob- 
ligations are important in our foreign relations. That is something 
beyond us. 

We do know that—we cannot say we have lost any time on account 
of lack of scrap. But we are worrying continuously what would 
happen should we get into trouble, and we think we ought to start 
now to prepare. 

Mr. McVey. You don’t think the time has come, then, when we 
should forbid the export of scrap ? 

Mr. R. W. Wotcorr. Yes, my answer to that is I don’t think we have 
come to the time where we ought to stop it entirely now, having ob- 
ligated ourselves as we have. 

Mr. McVey. Do you think this high price of scrap is due to a short- 
age of scrap in this country or the general course of inflation ? 

Mr. R. W. Wotcorr. Well, I couldn’t help but state that I think 
all of those things have had an effect. I think there is an inflationary 
effect, I think the fact that the steel industry has moved up and 
demand has gotten greater in this country has had some effect, 
and I think export demand on top of it has had a tremendous effect. 

I also think that our State Department interfering with the buying 
policy of European countries had a very adverse effect on the price. 

Mr. McVey. Isn’t it true that there seems to be scrap available if 
industries are willing to pay the price for it? 

Mr. R. W. Wo xcorr. Well, it has certainly proven so to date. But 
there is an end to that. You must remember, why wasn’t the same 
thing true in years when we had free markets, when we have had 
shortages? And we have had six drives. And Lord only knows 
drives ought to overcome the price situation because we have got 
the stimulous of war and defense, and so forth. 

Mr. McVey. Do you have information as to the amount of scrap 
collected in those drives? 

Mr. R. W. Wo xcorr. No, I couldn’t estimate that, but it certainly 
was substantial and ran into millions of tons. You couldn’t segre- 
gate what was collected on the street corners. We couldn’t tell 
exactly what that tonnage would be. But it was enough to turn 
the trend in other directions so that we could operate at full capacity. 
We were going down and were able to start the trend upward again. 

There were other factors, too, but it did help. 

Mr. Berrs. Mr. McVey was inquiring about how much we shipped 
abroad. It might be well to go at it inversely and see how much we 
kept here. Didn’t you say we had a 60 days’ inventory in the country ¢ 

Mr. R. W. Woxcorr. That is right. 

Mr. Berrs. How much of an inventory do you think we should 
have ¢ 

Mr. R. W. Woxcorr. A 60-day inventory over a long period of time 
isa pretty good inventory. It is about what we should average. Back 
in World War II, at the beginning of it, if we could have a 60-day 
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inventory we thought it was fine. I am of the opinion, personally, 
that that isn’t enough, and I have so stated to the steel industry on 
several occasions, that I thought they would help themselves con- 
siderably if they were to keep a 90-day inventory at capacity opera- 
tions in their plants. Certain of the steel companies agreed with it, 
and did so. 

Mr. Berrs. Have you noticed any tendency for this inventory to 
increase? Has it been increasing / 

Mr. R. W. Woxcorr. It has been static over the past 2 years. 

Mr. Berrs. The reason I ask that, are you acquainted with Mr. 
Barringer’s testimony ? 

Mr. R. W. Wotcorr. I was not here. 

Mr. Berr I think he testified that so far as exporting is concerned 
we have reached the peak. Isn’t that right? He thought that from 
now on the foreign demand would be less and less. 

Is that contrary to your testimony ¢ 

Mr. R. W. Woxcorr. Let me put it this way I think that is an opinion 
of his and not according to fact. I don’t see how in the world he or 
anyone else can say that it is at its peak. It can be at its peak if the 
higher authorities say “You are not going to buy any more.” They can 
stop it. As far as their need is concerned, that is something else, 
and whether the high authority will say it, I don’t know. I think the 
high authority will probably hold it down to what it is today and 
keep it there rather than have action taken to have a complete em- 
bargo placed on it in this country, from the political viewpoint. 

But here are these countries, here are their own production figures. 
They are not providing for any substitute for scrap, and at the same 
time they are increasing their capacity for scrap, or the need for 
scrap. How in the world can it be at its peak ? 

Mr. Berrs. That is what I wanted to find out. 

Mr. R. W. Wotcorr. Their own figures. 

Mr. Berrs. I just wanted to get that clear. In other words, your 
contention is contrary to Mr. Barringer’s ? 

Mr. R. W. Wotcorr. That is right. 

Mr. Berrts. That is all. 

Mr. R. W. Woxcorr It may be at the peak, insofar as what they are 
allowed to purchase. That may be a dictation by the high authority. 
You understand what I mean by that. Whether they will or not, 
I don’t know. But it could be an arbitrary decision on the part of 
the high authority that we are not going to increase the purchase of 
scrap. 

Mr. Berts. Well, another question along that line, then: I think 
you testified that these foreign companies could actually use more 
of their own scrap if they tried. Did you notice any tendency on 
their part to do that, in your trip to Europe? 

Mr. R. W. Wotcorr. I would rather not make that as a statement 
because that gets into something which is pretty difficult. It wouldn’t 
be worth the paper it was written on. I find the steelmakers, the 
people I talked to, very conscious of the problem, understanding of 
it, hard working, they want to do what they can, and certainly ap- 
preciate the position of the United States, and very appreciative, for 
the most part, of what has been done for them. 

However, there is still a group above those fellows, which we call 
the high authority, and that is of a political nature, and they don’t 
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altogether understand the problem, in my opinion, and are motivated 
in a different way than possibly the steel people themselves individu- 
ally would be. 

Mr. Muurer. Mr. Chairman. 

The Cuatmmman. Mr. Multer. 

Mr. Muutrer. Mr. Wolcott, I will go a little further than Dr. Talle 
did a moment ago. If I were President I would nominate you for 
Secretary of Commerce. I say that seriously because your ideas and 
mine on this subject are so much alike, and they are almost diametri- 
cally opposed to the present policy of the Department of Commerce. 

Mr. O’Hara. Mr. Chairman, may I ask the gentleman from New 
York is he a candidate ? 

Mr. Mutrer. I am neither a candidate nor do I have any illusions 
about ever becoming President. 

Mr. R. W. Woxcorr. I don’t want the other job, either. 

Mr. Muurer. I, too, decline with thanks. 

Mr. Mumma. The gentlemen didn’t expound any new policies than 
the Secretary of Commerce isn’t trying to do right now. 

Mr. Murer. Who didn’t? 

Mr. Mumma. Mr. Wolcott. The only thing he said he would do 
would be to try to get an inventory of the material on hand in the 
mills. That is known, there is no question about that. The amount 
in the yards is known. The invisible item is what is in the hands of 
the people. 

Mr. Muurer. I am glad you know it. 

Mr. Mumma. It was testified. 

Mr. Murer. Mr. Kilburn a few minutes ago misquoted the Secre- 
tary by saying he said it was impossible to get the inventory. What 
the Secretary said is that there is no inventory. But everybody 
knows about it except the Secretary of Commerce whose duty it is to 
know it. 

Mr. Mumma. I don’t think that is a fact. 

The CHairnman. Let us interrogate the witness and not each other, 
gentlemen. 

Mr. Mutrer. Mr. Wolcott, I think you heard Mr. Kilburn, in his 
questioning, say to you that the Secretary had said it was impossible 
to find out what the amount of scrap is that is available. I recall the 
Secretary saying to us yesterday that they are thinking of asking for 
an appropriation to make a survey, and maybe we will be surprised 
before the session ends, that they will make the request for the money, 
because they haven’t gotten that information because they haven’t the 
money to make the survey. Yet one witness has pointed out here 
that there hasn’t been one survey, but at least seven studies of the 
subject, which have been made and submitted to the Department of 
Commerce. 

Don’t you agree, sir, that it is just as important for us to know what 
is happening to the end-use product, that is made of steel that is being 
made in the friendly countries, which are getting our scrap, as to 
know whether the scrap is actually going behind the Iron Curtain? 

In other words, if any end-use product of steel goes behind the 
Iron Curtain that releases in the Iron Curtain countries that much 
more steel for armaments; isn’t that correct ? 
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Mr. R. W. Wotcorrt. Yes, sir; theoretically that is right. 

Mr. Mutrer. So quite apart from trying to build up the industries 
of our friendly allies abroad we must always have an eye to our na- 
tional security by knowing where the scrap is going and where the 
end-use product is going ? 

Mr. R. W. Wo corr. I am not an authority on the subject at all, 
but from short contact with that I am not of the opinion that very 
much steel, even its end use, is going into Russia. Russia is expanding 
its steel industry at a tremendous rate. I think they are expanding 
to try to take care of their own needs. I think we ought to be sure 
that no scrap goes behind the Iron Curtain, and I think we ought to 
be very cognizant of any end products which are being shipped in as 
a result of our scrap. 

Mr. Mutrer. Where are Russia and her satellites getting their 
scrap from ? 

Mr. R. W. Wo corr. I think they are getting it from their own in- 
ternal sources. I don’t believe very much is being transshipped. I am 
advised of that by the Department of Commerce, they are supposed 
to have gone into it three or four different times, and I have every 
reason to believe that they are approximately knowledgeable about it, 
and that their statements are correct. 

You see, Russia can operate without scrap if they want to. They 
can make their own scrap with their own iron supply if they want to 
go through enough processes to do it. Just like France and the rest 
of them are independent of scrap, virtually so, through the Thomas 
process. 

Mr. Mcurer. Mr. Wolcott, twice within our lifetime we have had a 
scrap shortage right here in this country. 

Mr. R. W. Wotcorr. Morethan that. Your memory isn’t very good. 
There have been five, at least. 

Mr. Mutter. Five? 

Mr. R.W.Wotcorr. Yes, sir. 

Mr. Moutrer. The two incidents that stand out in my mind were 
World War II and Korea. 

Mr. R. W. Wotcorr. That is right. Well, those are the important 
ones. 

Mr. Muturer. Yes,sir. The others probably had a tremendous bear- 
ing upon our economic situation, but those certainly had a tremendous 
bearing upon our security situation at home and abroad. 

Mr. R. W. Wotcorr. That is right, sir. 

Mr. Mutrer. Are we getting ourselves in that precise situation 
again, just as that Japanese and German scrap was shot back at our 
men in World War II and used in Korea against us, too, are we possi- 
bly getting into that same situation again now. At least letting it get 
out of this country where it should be kept, when the situation is as 
tense as it is today? 

Mr. R. W. Wotcorr. That is exactly what I fear, and I think the 
majority of the steel industry fear that very, very much. We are very 
conscious of that thing: we have gone through the experience of the 
past, and we cannot help but really worry about what would happen 
if we were not getting into the same position we were in prior to 
World War II, through the exportation of scrap. 

And you know there is another phase of this, which is not paid much 
attention to, but it is very real: We are exporting, I think, about 75 
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percent of our exports, is the better grades of scrap. That hurts our 
steel industry. I cannot prove this statement, but we will say that at 
the beginning of World War II, after 20 million tons had been shipped 
overseas, if we had had that scrap which had been shipped overseas, 
due to the fact that a lot of it was very good high-grade scrap, 
our steel production might have been 5, 6, or 7 percent greater. Be- 
cause when you use poor grades of scrap you do decrease your produc- 
tive capacity. You do not get as high a rate of production, or as good 
steel, at the poorer sade, as you do from the better grades, and 
unfortunately now 75 percent of the scrap that is being shipped out is 
of our better grades, in spite of the fact that normally throughout this 
Nation our steel mills don’t have sufficient amounts for us to get more 
than 35 percent as a common, ordinary, day-in, day-out proposition. 

In other words, if we divided it amongst all the companies that 
require scrap, probably only 35 percent of what we would get would 
be high-grade scrap, yet somewhere between 60 and 75 percent of 
what we are shipping to these countries is our better grade scrap. 

We have tried time and time again to get the Department of oe 
merce to make some effort to stop that, or at least to limit the amount 
of high-grade scrap being shipped out, and they have balked on it 
every time. 

Mr. Mutter. Do you anticipate that there will be more or less 
scrap generated in the next year than in the year 1955? 

Mr. R. W. Wotcorr. There wouldn’t be very much difference, I 
wouldn’t think. I cannot see anything that would make any differ- 
ence. Industry operations remain about the same. Collections will 
be about the same. I see nothing that would change it or account for 
any large increase or decrease. 

Mr. Mutter. Omitting for the moment the large companies that 
generate considerable scrap of their own, which they then reuse, 
most of the so-called purchased scrap is not generated but is gathered 
together by the scrap dealers; is that not so? 

Mr. R. W. Wotcorr. Yes, sir. There are two different types of 
scrap. One is the industrial scrap, which comes from people like the 
automobile body people, Baldwin locomotives, fabricating plants of 
all kinds. That is prime industrial scrap which virtually moves 
out of the plant as quickly as it is generated. 

Mr. Murer. That usually moves back to the steel mill; does it not ? 

Mr. R. W. Wotcorr. That is right, it is usually through a contract 
with one of the dealers. 

Mr. Mutrer. Yes, sir. 

Mr. R. W. Wotcorr. It is usually contracted through one of the 
dealers, which is the proper way. 

The other is the obsolete scrap. That is buildings torn down here 
and there, automobile graveyards, and things of that type. If I recall 
correctly, that runs about two-thirds, the obsolete, and the prime 
industrial about one-third of our purchased scrap. 

Mr. Mutter. Now, that two-thirds of the scrap is gathered mainly 
by the dealers—— 

Mr. R. W. Wotcort. Collectors; that is right. 

Mr. Mutter. Who collect it into their yards, and then, after some 
processing, will send it on to the mills? 


Mr. R. W. Woxcorr. That is right. 
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Mr. Mutter. In the main, they are all small-business men; aren’t 
they ? 

Mr. R. W. Wo corr. Yes, sir. 

Mr. Mutrer. And they operate as most small-business men do; they 
don’t like to have large inventories on hand; do they ? 

Mr. R. W. Wotcorr. No, they don’t like large inventories, but they 
are also conscious of the fact, I think—they are good merchants, and 
they can smell a good market, and when they can smell a good market 
they are not overanxious to get rid of it, any more than you and I 
would be, only they are a little bit more astute about it, I guess. They 
are high-type merchants in that respect. 

Mr. Murer. Do they accumulate their inventories of scrap and 
hold it for years at a time? 

Mr. R. W. Wotcorr. Not years, no. Oh, no. 

Mr. Muurrr. A fairer statement would be for months? 

Mr. R. W. Wotcorr. Yes, sir. 

Mr. Mutter. It rarely runs beyond a matter of months? 

Mr. R. W. Wotcorr. That is right. Providing they have a market. 
They might hold it for a year if they didn’t have a market. 

Mr. Mutter. Would you say that today the scrap gatherers are 
holding back on their inventories? 

Mr. R. W. Wotcorr. Oh, no; I don’t think so. 

Mr. Mutter. Of course the Department of Commerce representa- 
tive here seemed to try to create the impression that one reason for the 
high prices was that scrap dealers are holding on to their inventories 
and not selling them. 

Mr. R. W. Wotcorr. I don’t agree with him. 

Mr. Mutrer. I don’t, either. 

Mr, R. W. Wotcorr. Not at the present time. 

Mr. Mutter. It might be of interest to you to know that we asked 
the Department to tell us what, if any, defects there were in this law 
that needed correction so they could do a better job, and they said it 
doesn’t need any change, that the law is all right as it is, which brings 
us right back to what you referred to as efficiency in administration. 
I think that was your reference. 

Mr. R. W. Worcorr. That is right. 

Mr. Mutter. I am in agreement with you there, too, if this law was 
being administered in accordance with the intent of Congress we 
wouldn’t have had in the last year four times as much scrap exported 
as we did the year before, and we might not have as serious a situation 
today as we do have. The Department told us maybe before this ses- 
sion is over they are going to ask for money to make a survey. I think 
they are closing their eyes to the situation. What they ought to do is 
take your suggestion and stop now any export of scrap except, as you 
say, just the minimum requirements, and find out precisely what the 
situation is here at home and what we can anticipate happening in 
the next year, and after they have got their facts before them then 
maybe open up the market again for export. 

Mr. R. W. Wotcorr. That is what we have asked them to do re- 
peatedly. 

Mr. Mutter. I couldn’t more sincerely and wholeheartedly endorse 
your recommendation. Thank you, Mr. Chairman. : 
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Mr. R. W. Wotcorr. I just want to correct one thing. I just don’t 
want my testimony to be misunderstood. Today we are not faced 
with a shortage, as such. We are not feeling any shortage. 

Mr. Mutter. But there is a possibility ? 

Mr. R. W. Wotcorr. That is right. It is apprehension. 

Mr. Mutrer. As long as our national security is at stake we should 
resolve the doubt in our favor. That is your suggestion ? 

Mr. R. W. Wotcorr. That is right. 

Mr. Moutrer. I agree with you. 

Mr. Botron. Mr. Chairman. 

The Cuarrman. Mr. Bolton. ’ 

Mr. Boiron. Mr. Wolcott, referring back again to scrap—I don’t 
happen to be a steelman, myself—you mentioned various classifica- 
tions of scrap. How is that classified, sir? By chemical content of 
the scrap? By the way it is bundled?’ By the way it is made from? 

Mr. R. W. Wotcorr. Mostly by weight. 

Mr. Bouron. And therefore first-class scrap would command a 
higher price? 

Mr. R. W. Wotcorr. Yes, sir. We do have some specifications as 
regards chemicals, too, but the types of scrap generally are based on 
the amount of loss, generally, which would result from melting down. 

Take a thin sheet, an automobile sheet, and put it into an open- 
hearth furnace, as such, it would probably go up the chimney. So 
they are put in a bundle and it is melted down, and the losses are 
reduced. 

If you take a big section of a building, that won’t go up the chimney. 


Mr. Bouron. Therefore, the steel mills will pay hig 1er prices for 
better grades ? 


Mr. R. W. Wotcorr. Yes, sir. 

Mr. Boiron. Has your company today had any difliculty in obtain- 
ing first-grade scrap as contrasted to poorer grade scrap? 

Mr. R. W. Wotcorr. Absolutely. 

Mr. Borron. In other words, there is a shortage of first-grade scrap, 
regardless of the price charged ! 

Mr. R. W. Wotcorrt. Absolutely. 

Mr. Botton. Secondly, sir, referring to Mr. Multer’s question about 
the increase in scrap, scrap actually is used steel or iron products, 
is it not? 

Mr. R. W. Woxcorr. That is right. 

Mr. Bouron. Therefore, is it wrong to assume that the more steel 
that is manufactured and put into use in a country, the more scrap 
will develop ? 

Mr. R. W. Wotcorrt. Yes, sir, ultimately. There will be two results 
from it. One is what we call the prompt industrial scrap. In other 
words, if the automobile people are going to use 25 percent more steel 
next year, they will have a larger proportion of industrial scrap. 

_ Mr. Boron. Correct. 

Mr. R. W. Wotcorr. Now, the automobile they make will produce 
more scrap, too, but it will be 10 or 12 or 14 years before it returns 
to the scrap pile. 

Mr. Bouron. Unless that automobile replaces an older automobile. 

Mr. R. W. Woxcorr. But don’t you see, you said the more steel we 
make. Therefore, we are counting on making more automobiles than 
we would otherwise and those new automobiles will not come into scrap 
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for 10 or 14 years. There is no automobile to replace the additional 
one you had before; is there ? 

Mr. Botton. No, but the more steel you make, you are actually 
building up your potential scrap supply, are you not ! i 

Mr. R. W. Wotcorr. That is right, potential scrap supply. 

Mr. Botton. Referring again to Mr. Betts’ question about inven- 
tories, I just want to make sure that I understand it. You mentioned 

arlier that you were disturbed because the industry as a whole only 
had about a 60- day inventory on hand, and then you later mentioned, 
as I understood it, in answer to Mr. Betts’ question, that that was 
about normal. I wonder if you would clarify that. 

Mr. R. W. Wotcorr. I was not disturbed about the 60-day inven- 
tory. The 60-day inventory at the present rate of operations, plus 
what the foundries were doing, I believe will carry us along, I don’t 
think there is any question about it, provided there is no lessening of 
collections and providing scrap comes in at the same rate that it has 
been. Sixty days is all right, if there is no outside factor affecting it. 

Mr. Bouron. Thank you. 

Now, going back to the semi-integrated company as contrasted to 
the overall integrated company, does the type of steel which is manu- 
factured by the semi-integrated company, as contrasted to the inte- 
grated company, is that a type of steel which would chemically and 
otherwise, because of its composition, use more scrap? Or other 
things being equal, would the same amount of scrap be used in one 
company or - another? 

Mr. R. W. Wotcorr. It could be, yes. It has nothing to do with 
the amount of scrap. 

Mr. Bouton. In other words, the proportion of scrap has nothing 
to do with the type of steel which is being manufactured ? 

Mr. R. W. Worcorr. Not necessarily, no; not generally speaking. 

Mr. Bouton. As a practical matter, now, within the industry as a 
whole, is the semi-integrated company in a position where they can 
buy pig from the owners or users 

Mr. R. W. Wotcorr. From the producers. 

Mr. Bouron. From the producers. 

Mr. R. W. Wotcorr. Today, yes. There have been times when it 
was pretty difficult. That is when we got into allocations. 

Mr. Bouron. But in times such as this, even though at high produc- 
tion times, the steel industry as a whole, whether the company belongs 
to an integrated company, or whether it is part of a small company, 
‘an use pig, even though it may be more profitable for them to use 
scrap; is that correct ? 

Mr. R. W. Wo corr. That is right. 

Mr. Boiron. Referring to your testimony, sir, on page 3, at the bot- 
tom of the page, you mentioned that the recent unrele nting increases 
in scrap prices are dramatic evidence of the tight supply of scrap both 
here and abroad. The figures furnished us by the Department of 
Commerce would indie: ate that the price of scrap has steadily been 
going down since the week of January 10, and that the average price, 
the week of February 28, was 47.83. Would the softening in that price 
ratio lead you to believe that the demand was softe ‘ning or lessening ? 

Mr. R. W. Wotcorr. No. 

Mr. Borron. You would feel that it was just as tight as ever / 


Mr. R. W. Wotcorr. Yes, sir. 
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Mr. Botton. You mentioned, both in your answer to questions after 
your formal testimony, sir, and also on page 6 of that testimony, the 
influence that the State Department had in the purchasing policies of 
the foreign governments. I wonder whether you could give us some 
illustrations of that or whether you would like to comment on that 
further, sir. 

Mr. R. W. Wotcorr. Well, I wasn’t there, and all that I can repeat 
to you is what I learned from what I consider a most reliable source. 

The European countries, when they started in had been purchasing 
their scrap according to a certain method. They thought it was best. 
I didn’t know who the companies were when they started or anything 
about them. There was some dissension among the scrap industry 
itself as to whether all these orders should be channeled through these 
companies, and some of the scrap people, I think, complained about it. 
The State Department immediately put pressure on the high author- 
ity—in fact, I was told that a telegram was sent with Mr. Dulles’ 
name—though that didn’t mean anything because practically all tele- 
grams from the State Department went out over his name—but they 
were told to discontinue it and, as I understand it, they had to change 
their policy, and in my opinion that resulted in confusion, and resulted 
in higher prices, quite a jump in prices. 

Mr. Boiron. But regardless of the position which the State Depart- 
ment took, you feel that they would have bought their scrap here once 
they were able to do so? 

Mr. R. W. Wotcorr. Oh, it wasn’t a matter of whether they were 
going to buy it here or not. It was how they bought it here. 

Mr. Boiron. Out of curiosity, sir, does your company furnish the 
Department of Commerce with a report as to the amount of scrap 
which you have on hand ¢ 

Mr. R. W. Worcorr. I think we supply it to the Bureau of Mines, 
Department of the Interior. I don’t think the Department of Com- 
merce gets those figures. I am told it goes through the Bureau of the 
Census and from there it goes to the Department of Commerce; that 
is, they have access to it. 

Mr. Boiron. Do you know whether the dealers with whom you do 
business and from whom you buy your scrap furnish similar informa- 
tion ? 

Mr. R. W. Wotcorr. They do not. 

Mr. Borron. I don’t mean to pursue this too hard, sir, but the testi- 
mony was that the Department of Commerce did receive such figures, 
and I wondered. 

Mr. R. W. Worcorr. I am advised that they received some figures, 
but they are not industrywide, by any means. 

Mr. Boiron. Thank you. 

Mr. Vanix. Mr. Chairman. 

The Cuarrman Mr. Vanik. 

Mr. Vanik. I will be very brief. 

I would like to ask the witness what the attitude of Big Steel on the 
present export policy is. Does Big Steel approve, disapprove, or is 
it indifferent ? 

Mr. R. W. Wotcorr. Who do you mean by “Big Steel”? 

Mr. Vanix. I am talking about the 5 or 6 major producers. 

Mr. R. W. Wotcorr. As far as I know they are nearly all in accord 
with my statements. 





REGULATION OF EXPORTS 141 


Mr. VaAnix. In accord with your statement / 

Mr. R. W. Wotcorr. Yes. 

Mr. Vanik. My second question is: Do the pig-iron producers enjoy 
a profitable advantage in the present high-export policy ¢ 

Mr. R. W. Wo corr. Pig-iron produc ers. 

Mr. Vanrk. Yes; do they have a profitable advantage in having a 
good portion of the scrap going abroad ¢ 

Mr. R. W. Worcorr. I wouldn’t think so. 

Mr. VantK. My final question is this: You talk about the need for 
restrictions or limitations on export. Do you think that they should 
be fixed by a statutory formula? 

Mr. R. W. Wotcorr. No. 

Mr. Vantk. Or by executive discretion ? 

Mr. R. W. Wo.corr. That is right. 

Mr. Vanik. In other words, you want Congress to make a declara- 
tion of policy and have the exec utive exercise its discretion ? 

Mr. R. W. Wotcorr. By all means. Don’t get anything fixed, be- 
cause it would just flare back. 

Mr. Vanrx. You don’t believe that it is possible to fix a formula by 
legislative enactment. 

Mr. R. W. Worcorr. I do not. 

Mr. Vanik. That is all, Mr. Chairman. 

(The following letter was submitted by Mr. Vanik :) 


FULTON Founpry & MACHINE Co., INC. 
Cleveland, Ohio, March 1, 1956. 
Subject : Congressional hearing on scrap exports, March 6, 1956. 
Hon. CHARLES A. VANIK, 
House Banking and Currency Committee, 
Washington, D. 

My Dear MR. VANIK: We understand the House Banking and Currency Com- 
mittee of which you are a member will hold hearings on the export of ferrous 
scrap in Washington, March 6, 1956. 

The shortage of premium grades of scrap and the violent fluctuating prices 
(as much as 50 percent increase in 6 months) is a serious handicap to our 
industry. Stabilized selling prices cannot be maintained or future business 
secured with any promise of profitable operation. 

The foundry industry is a basic industry and one of the mainstays of our 
economy. Last year, this industry produced nearly 15 million tons of gray-iron 
castings with a dollar value of approximately 3,500 million to maintain this 
economy. The irreplaceable loss of 5 million tons of ferrous scrap in a year’s 
time is a real threat to our national security. 

We operate a jobbing foundry employing 265 people making special castings 
for the machine-tool industry, heavy-crane builders, shipbuilders, the rubber 
industry, pressed-steel industry, and tool and die shops. The products from 
all of these companies are vital for the successful operation of the armed 
services. 

Hoping to get an expression of your thinking on this matter, we are, 

Very truly yours, 
F. L. Barron, President. 

The CHamman. We are glad to have your views, Mr. Wolcott. 
You may stand aside. You have been a very fine spokesman for your 
industry. What you have told us will be considered. 

We will recess to reconvene at 2 o’clock. 


(Whereupon, at 12:10 p. m., the committee recessed until 2 p. m., 
the same day.) 
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AFTER RECESS 


The committee met at 2 p. m., Hon. Brent Spence (chairman) 
presiding. 

The CHarrman. We will resume our hearings. The clerk will 
call the next witness. 

The Cierx. Mr. Chairman, the witness is Mr. Donald H. Work- 
man, executive vice president of the Gray Iron Founders’ Society, 
Cleveland, Ohio. 

The CHamman. You may proceed as you wish, Mr. Workman. Do 
you have a prepared statement ? 

Mr. Workman. Yes, sir. 

The Cuamman. You may read it and then submit yourself to inter- 
rogation. 

Mr. Workman. Thank you, sir. 


STATEMENT OF DONALD H. WORKMAN, EXECUTIVE VICE PRESI- 
DENT, GRAY IRON FOUNDERS’ SOCIETY, INC., CLEVELAND, OHIO 


Mr. Workman. My name is Donald H. Workman. I am execu- 
tive vice president of Gray Iron Founders’ Society, Inc., with head- 
quarters in Cleveland, Ohio. Our organization is the national trade 
association for the gray iron foundry industry, the oldest and fifth 
largest basic industry in America. 

In round figures our industry’s 2,200 foundries employ 275,000 peo- 
ple to produce 15 million tons of castings per year with net sales be- 
tween $2 and $3 billion. All but a handful are very much in the 
small-business classification ; over 50 percent of these foundries have 
less than 50 employees. Gray-iron castings are major components for 
automobiles and trucks, machine tools and machinery, public utilities, 
building and construction, agricultural and household equipment and 
appliances, and scores of other products. Practically all of industry 
depends on gray-iron products in peace or in war, much as our in- 
dustry depends on iron and steel scrap. After World War IT the 
War Production Board discovered that except for steel mill products 
more gray-iron castings were used than the sum total of all other 
materials of engineering. 

Our industry is rightfully concerned about the unleashed export 
of ferrous scrap for these reasons: (1) Exports are not in the best 
interests of national security, the record proves this point. (2) 
Current record high levels of export have naturally brought about a 
degree of quality deterioration and at least spotty temporary short- 
ages in available supply. The Pacific coast, and other areas remote 
from high scrap generating centers have experienced these recent 
squeezes more so than foundries located in heavy industrial areas. 
Reports to us indicate that nearly 65 percent of exported scrap has 
been of high quality such as is required by gray-iron foundries to 
obtain the proper chemical analysis in their castings. (3) Foundries 
have been thrown into worldwide competition in the scrap market. 
The growing shortage of high quality scrap or even its availability 
at highly inflated prices works a serious handicap on the foundry 
because it is an important item in the cost of production. Rising pro- 
duction costs put foundries at a great disadvantage with competitive 
industries both in quality of product and in price. This is secondary, 
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of course, but we can’t escape the fact that high prices and varying 
quality are important factors to the foundry manager who constant- 
ly must try to stabilize his own prices, and to produce products of 
consistent quality to meet customer specifications, particularly with 
respect to making firm quotations today for castings to be Fe ee 
sometime in the future. 

On February 23 Secretary McClellan professed to this committee 
that foundries were experiencing an economic squeeze due to the recent 
sharp rise in scrap prices. Because of their greater dependence on 
scrap, its higher cost hits the small nonintegrated operator’s pocket- 
book harder. Foundries are small businesses, and the distance between 
success and failure is short. Any squeeze on profits in good times 
threatens a foundry’s lasting power in times of depressed business. In 
the dip in 1953-54, 192 gray-iron foundries closed their doors for good. 
More have followed, despite the general prosperity in 1955, indicating 
the highly competitive, low-margin operation of many gray-iron 
foundries. The number of gray-iron foundries has decreased steadily 
since World War II even though there has been a per capita increase 
in gray-iron usage.. Despite increased mechanization programs, our 
industry is unable to keep pace with other larger industries which, 
like the foundries, are essential for national defense. 

Regardless of these secondary issues, brought about by the abandon- 
ment of scrap-export controls, our industry firmly believes the over- 
riding factor is the serious threat to our national security in a world 
not yet free of tension. Why do we believe this? 

No one in this country, or in the world, knows exactly how much of 
a scrap reservoir we really have. The Department of Commerce rec- 
ognizes this fact, and we understand that they are contemplating com- 
prehensive survey which might take 6 to 8 months to complete. The 
Department of Commerce must be concerned because they ates exam- 
ined 7 scrap studies, 5 of which conclude we will have a short-term 
scrap shortage in the years 1957-60. Only one forecasts adequate 
supplies of scrap in this period. 

In the absence of acceptable facts on a matter so vital to our se- 
curity, there are two reasonable ways of approaching this problem. 

One course of action would be to place an embargo on further scra 
exports until the true facts about our scrap reservoir are cleat 
A shortcut method would be to examine, and take prudent action, 
based on the performance of the scrap market in recent periods of 
emergency. 

The record is quite clear. From 1933 through 1940 some 20 million 
tons of iron and steel scrap were exported, largely to Japan, Italy, 
Germany, and England. As a result, we went into World War II 
with less than adequate scrap inventories. Mobilization efforts were 
slowed down and production of war components required controls and 
allocation of all metallics. Shortages continued through 1948 as in- 
dustry attempted to meet pent-up postwar expansion and civilian 
demand for autos, houses, appliances. Iron and steel were still being 
produced with inferior and inadequate grades of scrap and pig iron. 
Thousands of tons of iron and steel produced for ships, seesbin, tanks 
to fight the war became unrecoverable battlefield scrap—lost to us 
forever. 

With only a short breathing spell we plunged into Korea, a different 
kind of war, less demanding on the iron and steel industry. Still we 
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went from one scrap shortage to another as in World War II, and 
again we saw furnaces go down for lack of scrap and again thousands 
of Government people, business, and civic leaders aggressively joined 
forces in the drive for scrap. Local and national scrap mobilization 
committees added the extra incentive to keep our furnaces and cupolas 
fed with iron and steel scrap. Cooperating in these many scra 
drives were chambers of commerce, Commerce Department field off 
ces, trade journals and business papers, trade associations, the Adver- 
tising Council, Boy Scouts of America, TV, and radio. Over 1,600 
voluntary scrap committees were organized and operating during 
Korea alone. 

We trust that we will never again have to hear facts such as were 
stated publicly early in the Korean action by Manly Fleischman, 
then Administrator of the Defense Production Authority and Na- 
tional Production Authority: 

We must face the unpalatable fact that America today is a have-not Nation 
with respect to the majority of metals indispensable to the attainment of mili- 
tary strength, and consequently indispensable to national survival. 

Also, in June 1951, Mr. Fleischman reported before an Emergency 
Conference on Scrap, which I attended, that— 
inventories of scrap iron and steel at the Nation’s mills and foundaries are 
dangererously low, and unless scrap supplies are appreciably expanded within 
the next 6 months the steel production program faces a serious threat of being 
crippled. 

The magnificent efforts of the scrap dealers and of American citi- 
zens in general saved us by the skin of our teeth—but if we had not 
waited until 1940 to enact the Export Control Act, millions of already 
too busy man-hours spent on scrap drives could have been spared, 
and the overburdened foundry manager could have performed his 
important job with more efficiency and under less pressure had his 
scrapyard not been such a daily concern. 

In conclusion, we recommend that the Secretary of Commerce 
should suspend the export of further iron and steel scrap, except for 
the traditional allowances to Canada and Mexico, until a thorough 
study of the scrap situation can be made. This study should ascer- 
tain how much, if any, scrap should be permitted to be exported in 
keeping with the interests of national defense, and a healthy United 
States economy. We further recommend that the Export Controls 
Act be amended to include new criteria which would specifically set 
the amounts of strategic reserves of critical materials to be kept in 
this country. 

The Cuarrman. How long do you think it would take to make a 
survey of the scrap situation / 

Mr. Worxman. I believe that the Department of Commerce fears 
that it might take, as I mentioned, 6 to 8 months, possibly longer, 
which is a very long time. 

The CuarrmMan. Where are the gray iron foundries located ? 

Mr. Workman. In every State of the Union, Mr. Chairman, except 
Wyoming. 

The Cuatrrman. You need for the carrying on of your business the 
highest grade of scrap ? 

Mr. Workman. Yes, sir; chemical analysis requires a high-grade 
scrap for most castings. 
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The Cuairman. That is the grade of scrap which has been ex- 
ported, almost entirely ; isn’t it? 

Mr. Workman. The large majority has been of high-grade scrap; 
yes, sir. 

The Cuarrman. What practical effect has the shortage of scrap had 
upon your industry, with reference to the price? 

Mr. Workman. As I mentioned, the sharp rise in price—if you 
have a backlog of work, 3 months, and scrap goes up in price, firm 
quotations you had made earlier cannot be maintained. New pro- 
duction costs put a squeeze on what might have been a profit on that 
order. 

The Cuatrman. The price of pig iron has been comparatively sta- 
tionary; has it not? 

Mr. Workman. Yes, sir. 

The Cuatrman. How much has the price of scrap varied ? 

Mr. Workman. I do have some figures here. In May of 1954, a 
No. 1 cupola cast, as we call it, Desirable Grade, $39. In November 
of 1955, it had gone to $50, and as you know recently, the February 
index was $46 to $47. It is about $18 above May of 1954, and the 
steel grades have risen more sharply, from $46 to the February 1956 
index of $63 to $64 a ton. And many foundries use a great deal of 
steel scrap. 

The CHarrmMaANn. You operate on a small margin of profit, do you? 

Mr. Workman. Yes, sir; it is a highly competitive industry. 

The Cuamman. How much would that affect the price of the fin- 
ished product, the variation in the price of scrap ? 

Mr. Workman. Well, we have to figure that out. The foundries, 
too, like the small steel companies, use about 35 percent purchased 
scrap and 35 percent home scrap—in other words, 70 percent of their 
metallics in the form of scrap iron and steel, and total material costs 
orobably are a third of the cost of manufacturing castings. I would 
base to figure that out, sir. Labor cost amounts to about 50 percent in 
the casting. 

The Cuatrman. Is that a serious factor, the variation of scrap 
prices ? 

Mr. Workman. When prices go up suddenly, sir, the foundry 
doesn’t have time to assimilate all the increases. They have tried to 
raise prices. We have no date on that, but in trade journals you can 
read that all suppliers have had to raise prices. But often they can’t 
raise them fast enough to keep up with the rapid spiraling in scrap 
prices, whereas pig iron has stayed relatively stable. 

The Cuatrman. Are the gray iron foundries in competition with 
any other segment of the steel industry ? 

Mr. Workman. Yes, sir; they would be in competition, with weld- 
ments, forgings, stampings—all of which would come from the steel 
industry, as a supplier. 

The Cuatrman. What effect has the export of scrap had upon the 
domestic price? 

Mr. Workman. We feel that it has had a substantial effect. Five 
million tons of scrap is quite a bit of scrap, and it is a sensitive com- 
modity. A drain of 5 million tons is enough to tip the scale upward. 
That would be my opinion. 
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The Cuatrman. What do you think would be the tendency of ex- 
portation of scrap if it is allowed to be unrestrained? Do you think 
there would be an increasing amount exported or would it level off? 

Mr. Workman. As we have heard this morning, there are several 
different opinions on that, sir. I can’t help but see, when our own 
economy is going to go along so well in 1956, why the countries which 
have been purchasing scrap from us will not continue at the same 
pace. As Mr. Wolcott commented, they have not kept in balance 
with their pig iron production as we have tried to do in this country, 
as the larger integrated companies have tried to do. 

The Cratrman. Have we not imported scrap ? 

Mr. Workman. We had to. 

The Cratrman. When did we do so, and why was the importation ? 

Mr. Workman. Well, the importation, particularly back in 1948, 
as I mentioned, we were still trying to meet our postwar expansion 
plans, for civilian commodities, and that is when we imported a 
million or 2 million tons of scrap from Gerinany and foreign coun- 
tries ; the recoverable scrap. 

The Cuatrman. There hasn’t been any importation since that time? 

Mr. Workman. There has been, but it is mighty obscure. It can 
be measured, I believe, in hundreds of thousands of tons. 

The Cuatrman. There is no tariff duty on the importation of scrap, 
is there ¢ 

Mr. Workman. I am not certain, sir. I don’t believe there is. 

The CHarrman. Would you favor a complete embargo, with the 
exceptions you say, on the exportation of sc rap? 

Mr. Workman. I think that we should, sir, because no one admits 
to knowing the true story as to how much scrap we have. It would 
seem to me like it is moving forward into the dark, and on the face 
of the record, that we all know about, all the foundrymen know, it 
seems a little bit imprudent to go forward at this great pace until we 
do have some facts us to how much obsolescent scrap we have, what is 
the true inventory picture. 

I admit that is a ponderous job, and there aren’t enough scrap 
experts, perhaps, to assist in the project. 

The Cuamman. Well, there might be an impact on our foreign 
relations if we put an embar go on the exportation of scrap. Don’t 
you think so? 

Mr. Worxman. I feel so as a citizen ; yes, sir. 

The Cramman. I think that is a matter that ought to be carefully 
considered. 

Mr. Workman. I am just wondering, though, whether we should 
safeguard our own productive capacity, with a little more attention 
to that, because I think we have the reputation of springing up the 
fastest in the case of an emergency and during the war the flow of 
materials was from our country to our allies, so whether or not we can 
make it from them, or whether they are better equipped to make 
their own war material—it seems to me it isin a balance. It is easier 
if they can make it. And we have tried to increase their produc- 
tivity. 

The Cuarrman. Do you think the survey might also include stores 
of scrap in friendly countries? 

Mr. Workman. [f that is within our country’s prerogative, I would 
imagine that the Iron and Steel Community would cooperate. It 
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isa mutual problem. It is the world supply of scrap metallics. How 
much is there? And perhaps, as was mentioned this morning, there 
might be ways of stimulating a better scrap collection system in 
those countries. 

We have had productivity teams, as you know, come over from prac- 
tically all industry in Europe to see how Americans do it. I am not 
sure that a scrap team has been over here, but that might have possi- 
bilities. 

The Cuarrman. Do you think the scrap dealers are disposed to 
withhold their scrap for a price? 

Mr. Workman. I have no knowledge of that; no, sir. 

The Cuatrman. Wouldn’t a higher price for scrap bring out more 
scrap ¢ 

Mr. Workman. I think if I were a scrap dealer I might be tempted 
todothat. I think that is good business. It is merchandising. 

The Cuamman. But then the price of scrap may be so high as to 
put you out of the competitive field ? 

Mr. Workman. That is true, it can go both ways. It is a sensitive 
commodity. It can fall as fast as it rises. 

The CHatrmMan. You have not only to consider whether you can 
get scrap or not, but whether you can get it under reasonable condi- 
tions? 

Mr. Workman. That is important. 

The Cuarman. What is the general condition now of the gray-iron 
people / 

Mr. Workman. They are operating at about 95 percent of capacity, 
which is a very high operating figure. Our shipments for 1955 prob 
ably will just about match our previous peak year. But as we have 
pointed out here, perhaps they are not enjoying their full share of the 
general prosperity in the iron and steel industry because of this 
squeeze that affects the smaller user, and that is a factor. 

The CrarrmMan. Is there any substitute for scrap ? 

Mr. Workman. Well, it could be worked out at high cost, sir. I 
have been checking on that possibility, as we have worried along with 
this scrap problem now for a great many years. If a foundry oper- 
ated entirely on, say, pig iron, provided that were in ample supply— 
but there is usually a coupled shortage of both metals—they could 
take pig iron and by a duplexing method, sort of a Bessemer con- 
version process, change the analysis of that resulting metal. But 
it. is very costly and cannot be done overnight. 

The Cramman. Is your product a steel product ? 

Mr. Workman. No, sir; it is a cast-iron product. 

The Cuarrman. And it is just as essential to have scrap to manu- 
facture cast iron as steel; is that true? 

Mr. Workman. That is correct, there is really no substitute today 
for the foremost castings applications. Some foundries use a 100 
percent steel in their melting stock. 

The CHatrrman. How many people do you say your industry em- 
ploys? 

Mr. Workman. About 275,000 productive workers. 

The Cuatrman. And they are scattered throughout the United 
States ? 

Mr. Worxman. Yes, sir. The Great Lakes Basin has the majority 
of them, but then California and the East have their share. 
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The Cuarrman. What proportion of the available scrap do you use? 

Mr. Workman. I believe it was reported last year that our economy 
here used 35 million tons. Five million were exported. That made 
a total generated scrap last year of 40 million tons. 

The gray-iron foundries, normally, for a production of 15 million 
tons, would purchase close to 6 million tons of new scrap in addition 
to their own home scrap. In other words, what was exported would 
have practically taken care of our entire industry. 

The CHatrman. Do the gray-iron foundries operate their own 
source of supply of ore ? 

Mr. Workman. No, sir: I don’t believe there are any, other than 
the so-called captives that might belong to a steel company which make 
castings for their own plant. Commercial foundries are not tied in 
with sources of ore to my knowledge. 

The Cuatrman. What is the average size of the gray-iron foundry / 

Mr. Workman. Only about 2 percent of them have a thousand em- 
ployees or more. Fifty-six percent have less than 50 employees. So 
we consider a foundry that aa let us say, 200 employees, as being a 
medium to large substantial foundry. 

The Cuamman. Are they skilled employees ? 

Mr. Workman. Well, the coremakers and the molders, and the 
patternmakers, would be your craft employees, which is the tradition 
of the foundry industry. As mechanization comes along, for produc- 
tion castings, there is less skill involved than if you are to make 1 or 2 
castings with loose patterns and handtools. 

But this recent release of the Department of Labor, critical in- 
dustries for screening for call to service, includes all principal job 
classifications in the gray-iron foundry. 

The Cuarrman. And it is essential to your industry to have an avail- 
able supply and a stable price of scrap? 

Mr. Workman. That is correct, it is a highly competitive industry 
and every item of cost is important, and foundries which cannot op- 
erate efficiently with what they have are among this some 200 that went 
out of business in a 2-year period. 

The CuHarrman. And the scrap has never had a stable price; has it ? 

Mr. Workman. I don’t believe so, sir. It is a variable market. 

The Cuarrman. Does your price vary with the price of scrap ? 

Mr. Workman. It would be one factor in coming to a decision. A 
foundryman might have to adjust his prices if a substantial portion of 
his raw materials were increased in price. 

Mr. Murer (presiding). Had you completed your answer to the 
Chairman’s question ¢ 

Mr. WorkMan. Yes, sir. 

Mr. McDonovueu. Mr. Chairman. 

Mr. Mutrer. Mr. McDonough. 

Mr. McDonoucu. Does the gray-iron foundry industry export any 
of its products? 

Mr. Workman. A very, very small amount, sir. It might be an 
export involving castings that, let us say, South America was not 
equipped to make, and possibly we would make them for them as a 
help out, but I know of no regular export of gray-iron castings. There 
is possibly some highly specialized work that can, as I say, not be 
obtained anywhere else in the world, but we are at a disadvantage if 
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we try to export to our friendly nations because their costs are con- 
siderably lower than ours. 

Mr. McDonovuen. Could the gray-iron industry use all the scrap 
available in the United States ? 

Mr. Workman. No, sir. 

Mr. McDonoven. Could the gray iron and steel industries use all 
the scrap? 

Mr. Workman. I believe our severe shortages in World War ITI and 
during Korea proved that point. We did get to the bitter end, or 
close to it when these several scrap drives were started to add the 
incentive to bring out the scrap. In other words, operating at top 
capacity for a wartime economy you would say all plants were op- 
erating at capacity, and the whole distribution system, the availability 
of freight cars to bring the metallics to your plant—it is all a problem. 

Mr. McDonovuen. You say the gray-iron industry could not use all 
the scrap available if it were under strict export control ? 

Mr. Workman. No; not our industry. We use about 5 million tons 
of scrap, and I guess the larger steel companies and these smaller 
steel companies, and other ferrous foundries, use the balance. 

Mr. McDonovueu. In other words, you think all the scrap avail- 
able in the United States could be used at home if we had an embargo 
on shipments abroad ? 

Mr. Workman. It is only a matter of giving our industry some as- 
surance that we will have a supply of scrap for which there is no sub- 
stitute. I think if you quiz any foundryman on this subject he will 
expound at great length. He has been through this, shortages, short- 
ages. Perhaps the 20 million tons we lost just before Pearl Harbor set 
us back during World War II and Korea. I believe it was the Paley 
Commission to President Truman, that special report, that said that as 
a result of these intensive scrap drives during Korea, perhaps, that 
the normal scrap market won’t recover until 1950. In other words, 
all the wayside scrap picked up by those participating. Whenever 
you have an intensive scrap drive you dip a little more into the visible 
scrap supply, such as those farm tractors mentioned this morning. 

Mr. McDonoveu. If there was an ample supply of scrap in the home 
market would the gray-iron industry use more scrap than it has? 

Mr. Workman. Well, yes; some of them have had that problem right 
now, in changing their mixes. We have received isolated reports 
where they cannot get their certain grades, and they have had to use 
perhaps more pig iron and perhaps their yield is not as good because of 
inferior grades of scrap. 

Some have had to—I didn’t say we have had a shortage now, or last 
month, but we have had tight conditions; it is not like running down 
to the corner for a pound of butter. It is where you cannot get the 
exact scrap you need. And we have had to change our metallurgical 
mixes. 

Mr. McDonoven. That is all, Mr. Chairman. 

Mr. Murer. Any other questions? 

Mrs. Sullivan ? 

Mrs. Sutiivan. I am sorry I was not able to be here for your entire 
testimony, Mr. Workman, because I am most interested in this subject. 
I was going to ask how many of the foundries have closed their doors, 
but I see you touched on that in your testimony. You mentioned 192. 
Is that all over the country ? 
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Mr. Workman. Yes, ma’am, it is. I got that report together last 
July, and up to July 1 we had lost about 30 more foundries in 1955, 
which is a good year. 

Mrs. Sutiivan. Is that because of the price factor that they cannot 
meet the high cost of the scrap? 

Mr. Workman. Well, it is a combination. Somewhere recently I 
saw the reason for going out of business was 60 percent based on a lack 
of commonsense, and I think that inefficiency and unprofitable opera- 
tion is the cause of most involuntary closures. Some are voluntary 
management decisions, where they decide to close a foundry and buy 
from other suppliers. 

Mrs. Suntuivan. Then they haven’t closed, in your estimation, just 
because of the scarcity of scrap or because the price has gone higher ? 

Mr. Workman. Well, it is very ramified as to why a business goes 
out of business, but when they can no longer compete and make a profit, 
then they close their doors. Some of them haven’t kept up the pace in 
mechanization. They no longer can compete with competitive foun- 
dries. 

But in any respect, when you stop making a profit you have to close 
your doors. 

Mrs. Suttivan. That is right. Well, the foundries in my district 
have been writing not so much that they cannot buy the scrap but that 
they are afraid that it is because of the exporting of it that our stock- 
pile is going down so low that it will become more scarce, and then they 
did complain, too, about the great rise in the cost. 

Mr. Workman. I think the general feeling in the foundry industry 
is that export more than triggered the sharp rise in prices. As I said 
before you came in, perhaps, 5 million tons of scrap leaving the country 
is quite an unbalancing amount. 

Mrs. Sutiivan. I realize that. 

Mr. Workman. In a market which is very sensitive to decline in 
business or pick up in business. Certainly the increased production 
in our industry has had a great deal to do with it, too, but I still 
feel that the export, as I said in my statement here, has put the 
foundries in worldwide competition for scrap, which I don’t believe 
was the original intent. 

It is a problem to the foundryman, and they all say don’t let it 
happen again. That is what we hear almost daily. Don’t let it 
happen again. They are thinking of these serious shortages during 
Korea and World War II. 

Mrs. Sutuivan. We all remember when they were collecting all 
the pots and pans, and anything around the house that could be given 
to help the stockpile during the war. 

Mr. Workman. That is correct. 

Mrs. Suniivan. Has the Department of Commerce come up with 
any other suggestion about any way of obtaining scrap should there 
be another shortage? You know that wasn’t a very successful way 
of gathering it. 

Mr. Workman. I think there are records. I know during Korea 
we cooperated very closely with scrap mobilization committees, and 
our general task of the foundry associations was to go after so-called 
municipal scrap, to contact park commissioners and water depart- 
ments of the cities, and some of our committee around the country 
were quite eager and they would report bridges way out in the for- 
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ests. Well, that is scrap, if you are desperate enough to subsidize 
its collection, because the cost would be much more than the market 
could bear, particularly during emergency. 

You have price controls on both scrap as well as on castings and 
steel. So it would have to be a subsidy by the Government which 
is costly to bring that bridge in, maybe 80 miles from the nearest 
railhead. But we do have records of some of that so-called expensive 
reserve. 

Mrs. Sutiivan. That is all, Mr. Chairman. 

Mr. Tatix. Mr. Chairman. 

The Cuarman. Dr. Talle. 

Mr. Tate. I should like to ask you about these ugly things we 
see near practically every city or town—a big area of land with 
deposits of ugliness on them. These old cars. Why aren’t they 
ground up and disposed of somehow ? 

Mr. Workman. Well, sir, those men are in a business, and, as you 
know, during Korea, as I recall, they had to make a turnover. <A car 
couldn’t stay there longer than, let us say, 60 days. It was up to 
him, if he took a new one in, to replace it with one that had been 
pretty well stripped. 

During a war A ae abandoned cars that are in a yard are a source of 
spare parts to keep our own transportation going, and there is a value 
to them. In those cars, as far as gray iron foundries are concerned, 
is perhaps 200 pounds of usable scrap, and that would be mostly in 
your engine, which is cast iron, and your crankshaft. The rest, as 
Mr. Wolcott pointed out, is pressed into bundles, the body and fenders. 
But that is a scrap pile. As I say, it is like the ships tied up in the 
Hudson. That is a visible supply of scrap. But in another emer- 
gency perhaps the Maritime Commission wouldn’t want to let go of 
any available bottoms to carry war materials. 

So is it really available scrap ? 

Mr. Tate. But you see a lot of these cars, with the wheels removed, 
and the engines out, there must be some scrap value in those bodies. 

Mr. Workman. Yes, sir; once they are thoroughly stripped they 
are just ready to be passed on to the scrap dealer to bale and deliver to 
a mill, but not toa foundry. Wecan’t use that. 

Mr. Taute. Is there enough value in the parts left in those ugly 
things, so that that value exceeds what they would bring if they were 
turned into scrap? Is that the idea? 

Mr. Workman. Well, of course, I am not an expert in this, sir, but 
that is what these wrecking yardsdo. That is their principal business, 
to pick up a car at a good low price and then sell it piece by piece until 
it 1s stripped of most usable goods, and then it is ready for the scrap 
dealer. 

But there are people driving 12-year-old cars who cannot write to 
the factory for a part. They have to go out to these wrecking yards 
to search for it, particularly during wartime when you have controls 
and your automobile companies are making jets and trucks. It is a 
source of parts to keep transportation moving, and I know that NPA, 
Salvage Division, responsible for this overall problem, gave that 
considerable thought and there were many controls and regulations 
with turnover in the wreckers’ yards which did release quite a bit of 
scrap. 
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Mr. Tatixe. Congressman Brown asks if any of these abandoned cars 
are used as scrap anywhere in the United States. 

Mr. Workman. Oh, yes, sir. When they are stripped they are 
baled. They have special machines that drop a whole body in and they 
are compressed. 

Mr. Brown. I have seen many of them that are not stripped. Prac- 
tically all of those I have seen. 

Mr. Workman. Well, every time you ride a train you can count the 
lots as you go by, but that is a source of scrap. You know the Govern- 
ment is thoroughly familiar with that source. Again, it is an industry. 

Mr. Tate. Well, they are frightfully ugly things, and blots upon 
the landscape. Certainly it would be much more pleasant to the eye 
if they weren’t there at all. 

Mr. Workman. That I agree with. 

Mr. Tatix. And weathering destroys, them, I should think. Rust 
will eat them up. They look to me as if the parts that might have 
any value have been removed and housed in warehouses and what 
you can see is only the frame. Is the frame or body of so little value 
that it isn’t worth bothering about? 

Mr. Workman. No, I believe that would still be very close to a 
thousand pounds, probably, when baled, the body and fenders. But 
that does move. 

Mr. Tate. Again, I imagine we encounter that sensitive market. 
When does it move? Would you say the price is good enough now 
so that it should be moving ? 

Mr. Workman. That would be my opinion, even though that isn't 
the type of scrap that gray-iron foundries would use. They use the 
blocks, which are generally stripped out separately and shipped by car 
or by truck, a load of engine blocks, which is good scrap, high quality 
scrap. 

Mr. Tatie. Thank you, Mr. Chairman. 

Mr. Mutrer. Mr. Chairman. 

The Cuatrman. Mr. Multer. 

Mr. Murer. Mr. Workman, you have indicated that about 10 per- 
cent of the foundries closed up and went out of business last year. 
Are any of the foundries working at less than capacity at the present 
time? 

Mr. Workman. Yes, sir. 

Mr. Mutter. Do you know approximately how many throughout 
the country are working at less than capacity ¢ 

Mr. Workman. No; we have general statistics on operating rate 
which would give us area-by-area activity. We know certain areas 
are slow right now, and they haven’t seemed to go along with this 
prosperity in 1955, this high capacity operation. 

Mr. Murer. Could you furnish to us, for the record, the break- 
down, in whichever way you have it, showing where there is unem- 
ployment in the gray-iron foundry industry ¢ 

Mr. Workman. It wouldn’t show unemployment. It would show 
the operating rate. 

Mr. Motrer. Could you furnish that? 

Mr. Workman. I don’t have it with me, but I can obtain it for you. 

Mr. Murer. Would you send it to us for inclusion in this record ? 

Mr. Workman. Certainly. 
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(The material referred to is as follows :) 


Gray IRonN Founpers’ Soctrery, INc., 
Cleveland, Ohio, March 7, 1956. 
Hon. BRENT SPENCE, 
Chairman, House Banking and Currency Committee, 
House of Representatives, 
Washington, D. C. 


Dear Srr: During the hearing yesterday while I was on the witness stand, 
Congressman Multer asked me to supply current operating rates of the various 
marketing areas which cooperate in the society’s monthly statistical summary. 
Unfortunately, several of the areas listed on the attached report do not submit 
sufficient number of reports to be included in this report. I believe that it is 
Mr. Multer’s wish that these operating rates be included as part of the record 
of the hearing on scrap export controls March 6, 1956. 5 

The society’s operating rate is calculated against the maximum commercial 
demand of the industry. We have arbitrarily selected the average monthly 
production of the industry for the first 6 months of 1951 as the base period, or 
100 percent. This latter period was the industry’s highest 6 consecutive months 
of production so far recorded, which is why it was selected as our base period. 
The figures on the attached list indicate the respective group’s operating rates 
as compared to the base period actual production. 

Respectfully yours, 
DoNALD H. WoRKMAN, Ewvecutive Vice President. 


Operating rates 


























| | | 
J January January | January 
Market area “1088 | i956 | Market area | "1988 y | 1956 y 
nl coe | Beat 

Now Meetieed. .....5.4<....-. 66. 2 O20 1) Menwamkes.......-.....2.....: | 68.3 92.9 
Ca gh 82.1 || Chicago | eas Se 69. 6 84.7 
Eastern New York-.---.---.-.-- 98. 4 137.9 || Minneapolis eae | 84.4 107.2 
ERS PAT 54.8 | 60.7 || Quad Cities... .........-.-.-| 83.6 | 102. 5 
Metropolitan New York- - --- 67.3 | 90.5 || Omaha-Des Moines | 80. 7 129. 0 
Philadelphia___.........____- 70.2 | 91.5 || Indianapolis 65. 1 96.1 
EE incesdepsankiidcigna 76. 6 65.9 || St. Louis.-.....-- oat 80. 5 95.7 
ER 36. 6 44.6 || Kansas-Oklahoma._--.___- 82.3 114.0 
, | a Ree eRe Oe a 86. 4 Bie i eae } (1) | (1) 
1 Na RE 31.1 87.1 || Birmingham -__- S (1) (1) 
Pittsburgh 65.0 80.6 || Southern. -_.....--- posocdeat | Ol 160. 2 
Virginia -_......- {ee Cee ye i. See (1) (1) 
Carolina__. S 3 48.4 || Portland... ......-- a (') (}) 
Southeastern __-.-- s 72.3 i] Ea eS --| (‘) 108.3 
Northern Ohio . 0 94.3 || Salt Lake City_- = (') (1) 
RT EERE: 8 81.4 || San Francisco--.-.---- Liceul 64.3 93. 4 
NEE LOREEN 4 Sah en “ree 67.9 | 88. 1 
pte at Bath Sei .8 133.8 || —_—__|_—_ 
Northern Indiana. -------._-- 91.5 93.9 || All United States total__| 76.7 | 90. 7 








1 Insufficient number of reports received for separate tabulations; however, totals for ‘‘All United States” 
include data for groups not reported separately. 

Mr. Mutrer. Now, you referred in your statement to some 7 scrap 
studies that had been made, 5 of which conclude that we will have a 
short-term scrap shortage in the years 1957 to 1960. Those studies 
were submitted to the Department of Commerce? 

Mr. Workman. Yes, they are acquainted with them, I understand. 

Mr. Mutter. Who made the studies? 

Mr. Workman. May I get that record, please? 

Mr. Muurer. Yes, please do. 

Mr. Workman. It is quite a lengthy document, but I think it will 


help. 
There is the Etcheverry study, the Widenhammer study. 
Mr. Mutter. Will you give us the dates, if you have them available? 
Mr. Workman. Well, these were all—I don’t find the dates imme- 
diately. We could get these dates for you very easily, sir. But the 
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Etcheverry study was made to forecast scrap supply in the years 1957 
to 1960. 

The Widenhammer study was for the same years. 

The Armstrongs—one of the seven I mentioned—was only for the 
year 1954, ad he called for a balance, which is, of course, history, and 
correct. 

The Paley Commission, the special report for the President, went 
on up to the year 1957. You may be familiar with that long- term 
forecast. They forecast a near-term shortage in this area. 

The Bureau of Mines, a Government report, for the years 1955 
through 1960. 

And the Battelle Memorial Institute study. 

And the National Independent Scrapyard Dealers, both the last 
for 1957-60. 

Mr. Murer. Which one forecast adequate supplies for this period ¢ 

Mr. Workman. That was the Independent Scrapyard Dealer group. 

Mr. Berts. Is that the group Mr. Barringer represented ? 

Mr. Workman. No, sir; Mr. Barringer’ is from the Institute of 
Scrap Iron and Steel. 

Mr. Murer. Thank you, Mr. Chairman. 

The Cuatrman. Are there further questions ? 

If not, you may stand aside. We are very glad to have your views, 
and they will be considered when we go into executive session. 

Mr. Workman. Thank you, Mr. ¢ ‘hairman. 

The Cuarmman. The clerk will call the next witness. 

The Crierx. The next witness is Mr. Morris Rosoff, representing 
the National Federation of Independent Scrap Yard Dealers, Ine. 
The CuatrmMan. You may proceed as you desire, Mr. Rosoff. 


STATEMENT OF MORRIS ROSOFF, REPRESENTING THE NATIONAL 
FEDERATION OF INDEPENDENT SCRAP YARD DEALERS, INC. 


Mr. Rosorr. Mr. Chairman, and madam and gentlemen of the 
committee my name is Morris Rosoff, New York City. We are legal 
counsel to the National Federation of Independent Scrap Yard Deal- 
ers, Inc., a trade association. 

The National Federation of Independent Scrap Yard Dealers, Inc., 
a trade organization whose membership is confined to dealers in 
ferrous scrap, supports the principle of H. R. 9052, which provides 
for the continuation of authority for regulation of exports. It is 
apparent that in these critical times such ‘authority must continue to 

reside in the Government. We know of no dissent to this principle. 

This statement is addressed to such consideration as this honorable 
committee may be giving to pr oposals heard in some quarters that 
quantitative restrictions “be placed on the export of ferrous scrap. 
Such export is already subjected to a measure of control by the Bureau 
of Foreign Commerce of the United States Department of Commerce 
under its regulation of March 7, 1955. This provides, in effect, that 
an exporter holding outstanding export licenses covering iron and 
steel scrap may apply for additional licenses only on a cargo-for-cargo 
basis against shipments he made from the United St: tes on or after 
February 21, 1955, and that an applicant who did not hold an out- 
standing export license for iron and steel scrap as of March 7, 1955, 
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was permitted to submit an application to export a quantity not to 
exceed a maximum carload lot on a single carrier. 

Efforts further to control the quantity of scrap which may be 
exported to friendly countries have been made for some time in 
certain quarters. 

Who supports this cali for limitation of scrap exports to friendly 
countries ? 

Not the Department of State which, apparently, regards such 
export as a necessary implementation of our foreign policy, vis-a-vis 
friendly countries. 

Not the Department of Commerce which, through Assistant Secre- 
tary of Commerce for International Affairs, the Honorable H. C. 
McClellan, has reportedly stated to this honorable committee that “We 
have heard only that scrap prices are high and that the amount being 
exported is high, but we have yet to get a report it isn’t available.” 

Not the White House Council of Foreign Economic Policy, the 
Dodge Committee, which, according to the press, voted 8 to 1 against 
such controls. 

If the interested Government agencies, so far as is known, do not 
support quantity controls of export of scrap to friendly countries, then 
the question inevitably raised is whether the private proponents 
of such controls are not basing their campaign on the naked question 
of price for the commodity for which they are customers. 

The current effort appears to be a new front in the campaign to 
effect price controls of ferrous scrap by artifically limiting its export 
market. 

The first campaign was initiated on the front that some of this 
ee was going to enemy countries in the cold war. Such reports 
suddenly appeared in some newspapers. The Department of Com- 
merce stated officially, not once but several times, that it was unable 
to find a scintilla of evidence to support the conclusion that a single 
ton of scrap had found its way to Iron Curtain countries. 

That myth having been exploded, the cry was raised that the export 
of scrap was adversely affecting its availability for our defense pro- 
duction. Joining in the alarms at such a prospect, the National 
Federation of Independnt Scrap Yard Dealers, Ine., addressed a 
proposal to Hon. Arthur S. Flemming, Director of the Office of De- 
fense Mobilization, that such scrap as a scarce strategic defense item, 
should be stockpiled, if in fact a shortage existed adversely affecting 
our defense position. 

However, in a letter which Dr. Flemming addressed to Mr. Harry 
Wische, president of the National Federation of Independent Scrap 
Yard Dealers, Inc., on July 6, 1954, a number of findings were made, 
among them the following: 

1, There are now and are expected to be in the future adequate supplies of 
iron ore and iron and steel scrap for defense purposes in the event of an 
emergency ; 

2. No major loss in the supply base would be involved in the failure to 
stockpile. 

This position by the Office of Defense Mobilization exploded the 
second myth. 

The third front has been opened before this honorable committee 
which provides an august forum for the exposition of the now thread- 
bare view that present restrictions should be further augmented. 
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Once more, the giant steel mills, some of which are semiintegrated, 
and their allies in this program, the foundries, are attempting to 
subject the scrap industry to a form of price control not sought to 
be visited upon any other industry. The scrap industry does not 
gracefully accept the role of a whipping boy. It believes that no 
basis exists on any theory for quantitative control of scrap exports. 

Scrap, of course, is but one of the ingredients of the finished steel 
product. 

If a basis exists, and none does, for the quantitative control of 
scrap to friendly countries, then the conclusion is inescapable that 
the same basis exists for such control of steel mill products. In all 
the statements by the representatives of the giant steel mills, inte- 
grated and nonintegrated, not a single syllable has been heard about 
the quantitative control of their product, the finished steel mill prod- 
uct. This in spite of the fact that in the first 11 months of 1955 
mill product exports were 1.1 million tons greater than in the similar 
1954 period, according to data compiled by the steel mill trade asso- 
ciation, the American Iron and Steel Institute. This represents an 
increase for the period of 1955 of mill product exports over the same 
period of 1954 of 45 percent. Yet not a word is heard from any 
direction to control the export of steel mill products although the 
mills themselves have announced that due to shortage of capacity 
an increase of 15 million tons additional capacity is projected over 
the next 3 years. 

We do not advocate the quantitative control of steel mill product 
exports and, by the same token, we protest consideration of such 
control over the scrap which goes into the steel product. 

It is difficult to commiserate with the position of steel mills as being 
adversely affected by the scrap prices which have in fact already con- 
siderably receded from their recent highs. The mills have just 
completed their most profitable operating years in steel mill history. 
This applies both to integrated and nonintegrated mills. 

A spokesman for one of their smaller brothers, the gray iron foun- 
dries, said in a speech before another scrap organization, on January 
4, 1956: 

It is unnecessary to tell you that foundries had a good year in 1955. When 
complete figures are in there is a good chance that 1955 will match 1951 which 


was gray iron’s previous peak when nearly 15 million tons of castings were 
shipped. 


The same spokesman for the gray iron industry went on to say: 


1956? We will settle for another year like 1955? However, certain factors 
promise even greater business—at least up to next year. 

The same speaker, looking into his crystal ball, found no current 
scrap shortage. On the other hand, he said, as reported : 

I have mentioned our fear of another king-sized scrap shortage. Now I look 
to the 1970’s when, according to the Government’s Paley Report, the ferrous 
foundries will be producing about 25 million tons of castings, 8 or 9 million 
tons above today’s figures. 

Without the necessity of looking into a crystal ball as to what may 
happen in the 1970's, the fact is that, as Secretary McClellan has 
stated before your honorable committee, “* * * but we have yet to 
get a report it cerep) isn’t available.” 

All the outstanding trade publications have reported and it is, 
of course, an acknowledged fact in the industry that scrap prices have 
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tumbled from a composite high of approximately $55 per ton to a 
composite high of $47.73. These publications further report that 
scrap flow has been better than normal for the winter season with 
considerable scrap coming out as prices dropped. ape 

While I am not an economist, there is one striking scrap statistic, 
the impact of which it seems to me ought to lay at rest any attempt 
further to curtail scrap exports. The Bureau of Mines has reported 
that Consumer’s stock of purchased and “home” scrap on December 
31, 1955, totaled 6,467,000 gross tons, according to preliminary figures. 
That total compares with 6,551,000 gross tons reported as of December 
31, 1954. Thus, there was a change of less than 100,000 tons in Con- 
sumers’ inventory at the end of 1955, a recordbreaking steel produc- 
tion year. This figure of 100,000 tons should be read against the 
fact that during that 12-month period more than 60 million tons of 
scrap from all sources had gone into the blast furnaces, open hearth 
furnaces and cupolas of the scrap-consuming industries. So far as 
is known no mill or foundry has had to shut down for a single hour 
because of lack of scrap. 

Imposition of quantity controls on scrap export, in the circumstances 
which exist, would result in a serious distortion of our free enterprise 
system. ‘Those who seek it are sowing seeds which may grow a bitter 
fruit, as would be true of any attempt to interfere with the reasonably 
free interplay of economic forces. 

The question has never been whether the scrap will be there, but 
whether the human beings and the organization for the collection and 
processing of the scrap, with its unique ability and experience ac- 
quired over many years, will be there when it is needed. The time is 
long past when an entire industry, even the scrap industry, can be 
turned on and off like a spigot. 

Two important factors help to bring out the annual scrap tonnage— 
the free market, and the organization of the scrap industry. The 
scrapmen (including collectors, yard dealers and their employees, and 
brokers), numbering a quarter of a million people in normal times, are 
the “miners” who mine these “veins” of metallics, by collecting, sort- 
ing, processing, and economic distribution. Without them the tonnage 
could not be made available and usable to the steel industry. 

Any pattern that would tend to affect or tamper with the free mar- 
ket, or make scrap captive, can only help to destroy the incentives, 
and cause the disintegration of the collection machinery that is so vital 
to conservation and national defense. 

The strengthening of the small business-entrepreneur has always 
been a prime concern of our governmental authorities and agencies, 
and rightly so. The scrap yard dealer is a prototype of the small- 
business man who forms the backbone of our cherished free-enterprise 
system. To deprive any small-business man of a valid and historic 
market, except on the grounds of the greatest urgency affecting our 
national economy or national defense, would be at variance with the 
traditional position of Government with respect to small business in 
general. This is the more especially so since the net effect of such a 
program would be to give a price subsidy to the giant steel-mill indus- 
try at the expense of this segment of small business. 

The National Federation of Independent Scrap Yard Dealers, Inc., 
and I, as its counsel, appreciate the invitation extended on behalf of 
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this committee to appear before it, and the opportunity to express these 
views. 

The Cuarrman. How large is your organization? What proportion 
of the scrap dealers are members of your organization ? 

Mr. Rosorr. I haven’t seen the roster by my estimate would be about 
150 firms. 

The Cuatrman. You handle the greater portion of the scrap? 

Mr. Rosorr. The members of this organization ? 

The CuatrmMan. Yes, your members. 

Mr. Rosorr. No, I would not say so. They are the smaller of the two 
organizations representing scrap dealers who are appearing before 
you, so far as I know. 

The Cuatrman. All those who purchase scrap say there is a great 
variation in the price of scrap, that the price fluctuates greater than 
the prices of other products used by the steel industry. Why is that? 

Mr. Rosorr. My view on that, sir, is that it is treated as a marginal 
commodity, although it is, and everyone acknowledges, of tremendous 
importance in the economy. It is the first to feel the drop and the 
last to feel the increase and there have been sharp variations. I was 
not present at yesterday’s hearing but I have been informed that the 
actual charts and figures show that the increase in the price of scrap 
over a period of years, when there was an increase, has been not more 
than the increase of other ingredients that go into the finished steel- 
mill product. 

The Cuamman. What is the greatest source of scrap in the United 
States ? 

Mr. Rosorr. I think, in the total picture, it may well be that the 

reatest source of scrap is that generated by the mills themselves; that 
is, home scrap. Then you have industrial scrap generated by fac- 
tories and manufacturing plants. Then you have the purchased, ob- 
solescent scrap, and I think that the tonnages are substantially in that 
order. 

The Cuarrman. I am thinking of the open market scrap, purchased 
scrap. What is the scrap generated by the steel fabricators called ? 

Mr. Rosorr. I think it is called readily available and factory scrap. 
That is not the name for it, but that is the meaning of the title which 
is given it. I accept staff counsel’s indication. It is called prompt 
industrial scrap. 

The Cuarrman. What character of scrap comes from the automo- 
biles? 

Mr. Rosorr. So far as I know, sir, the automobile scrap goes to make 
up bundles—that is these bundles that form the open-hearth and blast- 
furnace charge, and is called No. 2 bundles and No. 1 bundles, with the 
variation in the mixture and content determining whether it is one or 
the other. 

The Cuarrman. Is that a high quality scrap ? 

Mr. Rosorr. I think where it is used it is highly desirable scrap. I 
understand that it is, sir. 

The Cuarrman. The art of gathering scrap, the industry of gather- 
ing scrap, that is rather an important thing; is it not? To put scrap 
in the position to be used in the market ? 

Mr. Rosorr. I believe it is important, sir. 


The Cuarrman. Where does that process take place? In the yards? 


























REGULATION OF EXPORTS 159 


Mr. Rosorr. The actual processing takes place in the yards. There 
is the collection phase of it, that is bringing it into the yard, which the 
dealer may do himself or have brought in by haclepensent contractors 
who are called collectors. Then it is processed in the yard, segregated, 
and otherwise processed. 

The Cuarrman. Well, the high-class yards have to be equipped with 
a great deal of machinery and appliances to produce the scrap. 

Mr. Rosorr. That is correct. The Wall Street Journal of February 
24, I believe it was, 1954, arrived at an estimate of some $175 million 
being more recently invested in scrap-yard equipment. 

The Cuamman. When you sell scrap for export, you know you are 
selling for the export, don’t you, because it is sold under a license for 
export. 

Mr. Rosorr. Yes, sir. May I reiterate I am legal counsel to the 
group and I am not in any way connected with the business, export or 
domestic, but as a result of a creation of knowledge to which I have 
been exposed, my understanding of the operation is that steel is 
actually sold to a broker, and that in itself is a misnomer as we ordi- 
narily understand it since the broker buys and sells for his own account 
and actually takes title to the goods. 

But the steel scrap-yard dealer does not export himself. He sells 
to a broker who, in turn, arranges the export and does the A ay: 

The Cuatrman. You don’t sell direct, then, to the man who has the 
license ? 

Mr. Rosorr. The scrap-yard dealer—it is my understanding that the 
process is that the scrap-yard dealer sells to the so-called broker, who 
is in fact the exporter, and he has the license. 

The Cuatrman. When you sell the scrap you have no further con- 
trol over it? 

Mr. Rosorr. That is right. 

The Cuarrman. What happens to that scrap is no concern of yours? 

Mr. Rosorr. Exactly. And commercially that is correct, sir. 

The CuarrmMan. Where it goes to is none of your concern, when it is 
turned over to the exporter. He has the license to export it and the 
Government then takes control as to where it goes; is that true? 

Mr. Rosorr. That is correct, sir. 

The Cuairman. And after title is passed, your control over where 
it goes and what is dune with it expires? 

Mr. Rosorr. I think that is correct, sir. 

The Cuarrman. Then you don’t know where the scrap goes or what 
is done with it, insofar as your industry is concerned ? 

Mr. Rosorr. As far as our commercial interest is concerned, that is 
correct. The scrap dealer’s interest terminates when he has the scrap 
loaded on a ship. But, of course, the interest as to where it goes con- 
tinues through the Government’s control in issuing the license to the 
broker, and through its continuing commercial intelligence, as to what 
happens to shiploads, either on a thorough investigation or spot-check 
basis. . 

The Cuarrman. Then it is the obligation and the duty of the Gov- 
ernment, when it is ba gabe and not of the scrap dealer, to see where 
that shipment goes and whether or not it goes behind the Iron Curtain ? 

Mr. Rosorr. I would regard it as both. I would regard it as the 


obligation of the exporter and the Government. In other words, 
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I don’t think the exporter should be exculpated if the Government 
doesn’t catch him doing something wrong. 

The Cuarrman. [ understand, but I merely say when the title passes, 
the scrap dealer has no further control over it. 

Mr. Rosorr. That is correct. 

The Cuarrman. The obligation then lies with the exporter to see 
that it goes into proper channels, and with the Government to super- 
vise that and punish him is that doesn’t take place ? 

Mr. Rosorr. That is right, and I would go beyond that. I would 
say if the scrap dealer had reason to know that the shipment was not 
going as it was supposed to go under the license, he would certainly 
be morally responsible, and I believe he might well be legally re- 
sponsible. 

The CHatrman. He should inform the Government of that fact? 

Mr. Rosorr. If he knew of it, yes. 

The Cuarrman. Undoubtedly. 

Mr. Rosorr. Or had reason to believe so. 

The Cuatrman. Do you know of any instance of that character? 

Mr. Rosorr. I know of none, sir, and I believe the Department of 
Commerce says that it knows of none—at least as of a certain date 
some months back. 

The Cuarrman. As a rule, the seller of the scrap wouldn’t know 
those things, because when the title passed he would have no further 
control over it. 

Mr. Rosorr. As a rule, he might well not know of it, and probably 
does not. 

The Cuarrman. What effect do you think the exportation of scrap 
had on the price of scrap, that is the increase in the exportation ¢ 

Mr. Rosorr. To the extent that it furnishes a market for scrap, 
presumably it has firmed the price, although today, even though that 
market still exists, the price has skidded considerably over the past 
(6; weeks, as I am informed. 

The Cuarrman. Is the price in the export market the same as in 
the domestic market ? 

Mr. Rosorr. I think it is substantially the same, and I am perfectly 
willing to be guided by Mr. Wolcott’s statement this morning to that 
effect. 

The Cuamman. Who are the greatest purchasers in the open market 
of scrap ? 

Mr. Rosorr. The stratification of distribution of scrap, as I under- 
stand it, starts with the collector, then it goes to the scrap dealer, for 
whom I am speaking so far as this particular organization is con- 
cerned, then it goes from the dealer to the so-called broker, and then 
from the broker to the consumer. 

The Cratrman. Who are the greatest consumers of scrap? 

Mr. Rosorr. The steel mills, sir. 

The Cuarrman. The integrated mills, or the nonintegrated mills? 

Mr. Rosorr. I would have to hazard 

The Cratrman. Or is it in proportion to their capacity ? 

Mr. Rosorr. My educated guess on that, sir, is that integrated mills, 
as a class, are the greatest consumer. 

The CuarrmMan. But in relation to their production, the noninte- 
grated mills purchase more, don’t they ? 
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Mr. Rosorr. In percentage to their production, that may well be 
so, because they do not have presumably the same availability of pig 
iron that the integrated mills have. 

The Cuairman. What margin of profit do the scrap dealers operate 
under ¢ 

Mr. Rosorr. I am not that familiar with the economics of the in- 
dustry or particular transactions. 

The Cuarrman. Does the margin vary greatly ? 

Mr. Rosorr. I would assume that it varies to the extent that the 
price varies, and it has been called a volatile commodity. But, of 
course, when they sell for more, presumably they have had to pay 
more. 

The Cuarrman. Is there a disposition amongst the dealers—these 
are indestructible, nonperishable goods—to hold for a price? 

Mr. Rosorr. I believe not to any great degree, and the reason for 
that belief on my part is that what they are holding 1s not commodi- 
ties or scrap, but what they are freezing money namely their own 
money that they have put into it, and since these are largely people 
of—I am not crying poverty for them, but they are people of definite 
limited means—I don’t believe that as a group they are in a position 
to do so, and I believe that their commodities as a rule don’t furnish 
a bankable collateral. 

The Cuarmman. Where are most of these scrap yards located ? 

Mr. Rosorr. They are pretty well spread throughout the country. 

The Cuarrman. They are mostly close to the great centers of popu- 
lation, aren’t they ? 

Mr. Rosorr. Yes, they are. There is an area that I think is called 
remote area, in the industrial sense, where you have large agricultural 
areas, without any consuming industries in the immediate area, or 
without any factories producing scrap, where the source is agricul- 
tural implements, automobiles, castoff machinery that would be used 
in and around agricultural properties. 

The CuarrmMan. What proportion of the scrap do the farms of the 
country furnish ¢ 

Mr. Rosorr. I have no information on that, sir. 

The CuHarman. But I think as a rule, by experience, you find scrap 
yards close to the industries and close to the big cities. 

Mr. Rosorr. I would think so, just based on my ewn personal ob- 
servation. 

The CHarman. You think there ought to be no limitation on the 
export ¢ 

Mr. Rosorr. Yes, sir, that is my view, that is not quantitative or 
qualitative limitation. Of course, we are assuming throughout that 
there is limitation on its destination or end use. 

The CuairMan. But no quantitative limitation on exportation ? 

Mr. Rosorr. Yes, sir, that is my view, any more than there should 
be on the end product into which the scrap goes, that is the steel mill 
product. 

The Cuatrman. Don’t you consider the fact that it is the basis of 
production and employment? Don’t you think it has some peculiar 
bearing on employment? Don’t you think as a matter of economy 
they ought to try to see that there is enough domestic scrap to keep 
full employment and full production / 
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Mr. Rosorr. I agree with that wholeheartedly, sir. 

The Cuarrman. That is all. 

Mr. Tauix. Mr. Chairman. 

The Cuamman. Dr. Talle. 

Mr. Taiz. Mr. Rosoff, will you turn to page 7 of your statement, 
please. 

Mr. Rosorr. Yes, sir. 

Mr. Tate. I quote there: 

So far as is known, no mill or foundry has had to shut down for a single hour 
because of lack of scrap. 

The emphasis there is on “lack of scrap”? 

Mr. Rosorr. Yes, sir. 

Mr. Tate. In other words, a business may cease for many rea- 
sons—many, indeed—some reasons are voluntary and some involun- 
tary. It might be bankruptcy, but it might also be voluntary closing. 

Mr. Rosorr. Yes, sir. 

Mr. Tatie. Now, will you turn to the statement of the preceding 
witness, Mr. Workman. 

Mr. Rosorr. I am sorry, I don’t have that. 

Mr. Tauxe. The clerk will provide a copy for you. 

Will you turn to the bottom of page 2: 

In the dip from 1953 to 1954, 912 gray-iron foundries closed their doors for 
good. 

That looks startling, if taken alone, but the reason or reasons for 
closing, for good, are not given. 

Mr. Rosorr. That is correct, sir. 

Mr. Tatix. However, Mr. Workman, who is in the audience, does 
say the following: 

More have followed, despite the general prosperity in 1955, indicating the 
highly competitive, low-margin operation of many gray-iron foundries. The 
number of gray iron foundries has decreased steadily since World War II, even 
though there has been a per capita increase in gray-iron usage. 

So on close reading of Mr. Workman’s statement, he does indicate 
a reason for the closing of the 912, other than the possibility of the 
lack of scrap. 

Mr. Rosorr. I believe so, sir. 

Mr. Taiz. If that is a wrong interpretation, Mr. Workman, I 
wish you would tell me. 

Is that all right? 

Mr. Workman. There are other reasons; yes, sir. 

Mr. Tate. Yes, sir. 

The reason I call attention to it is that, if a person doesn’t read 
Mr. Workman’s statement carefully, the conclusion may be drawn 
that 912 gray iron foundries were forced to close because they could 
not get scrap, and it should be made clear in the record that that was 
not the reason given in the testimony. There are many reasons for 
the closing down of business enterprises. 

Thank you, Mr. Rosoff. 

Thank you, Mr. Chairman. 

Mr. Mutrer. Mr. Chairman. 

The CHarrman. Mr. Multer. 

Mr. Muurer. Mr. Rosoff, I assume you also heard Mr. Workman 
testify that one of the reasons for some of these gray-iron foundries 
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closing down was not because they could not get the scrap but they 
could not afford to operate and pay the high prices for the scrap. 

Mr. Rosorr. I don’t recall that it was for scrap, but I do recall that 
he said it was due to the high competition. That is my recollection. 

Mr. Muurer, Let us find out from Mr. Workman. 

Mr. Rosorr. May I say, sir, and I think Mr. Workman would gladly 
acknowledge the authorship—I hadn’t mentioned it in my statement— 
of the quotations, written, he said that 1955 was the best year that the 
foundries ever had, and 1956 looks as though it is going to be just as 
good. 

Mr. Mouxrer. You mean your quotations on pages 5 and 6 were from 
Mr. Workman ? 

Mr. Rosorr. Yes, sir; from a speech he made. And I believe he 
ought to be proud to be the author of it because he is known as a very 
effective official in trade organizations. 

Mr. Murer. That was at one of their conventions? 

Mr. Rosorr. At one of the meetings of another scrap group, whom I 
also did not identify. But that is the quotation which appeared in the 
trade papers. 

Mr. Muurer. Sometimes we allow optimism to run away with us 
so far as the facts are concerned at conventions. 

Now, let us get this straight on the record so far as Mr. Workman 
is concerned, 

I would like to have you tell us, Mr. Workman, whether or not you 
did not indicate that one of the reasons for the closing up of some of 
these foundries was that they could not meet the cost of the scrap? 

Mr. Workman. I am sorry, Mr. Multer, if I gave that implication. 
I said that scrap was an important cost in the total production cost, 
and that when an accumulation of high costs occurred it put you out 
of competition, and when you no longer made a profit on your opera- 
tion that causes you to go out of business. 

Mr. Mutter. And one of those high costs would be the high cost 
of scrap? 

Mr. Workman. That would be true. 

Mr. Mutter. And the higher cost of pig iron and everything else 
that went into it? 

Mr. Workman. That is right, sir. 

Mr. Mutrer. That is how I understood your statement. Thank 
you, Mr. Workman. 

Now, Mr. Rosoff, what was the statement you made about the figures 
submitted on the question of cost of scrap, pig iron, and steel? Did I 
understand you to say that the increase and decrease, that is, the fluc- 
tuation in the price of scrap, was reflected in the price of pig iron and 
the price of finished steel ? 

Mr. Rosorr. No; I don’t think I said that, sir. What I did say in 
that connection was that my belief was that statistics would establish 
that over a period of time scrap did not rise any higher than pig iron 
and some of the other ingredients that go into steel, or the finished 
steel product. 

Mr. Mutrer. You don’t mean the ultimate price, you mean per- 
centagewise ¢ 
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Mr. Rosorr. Yes; I mean a graph over an extended period. There 
may have been fluctuations during that period. 

Mr. Mutter. Well, the statistics submitted to us by the Depart- 
ment do not sustain that conclusion because the statistics, as now 
part of this record, show that from 1947 to date the price of pig iron 
has constantly gone up, without a decrease at any time, the price of 
finished steel has constantly gone up, without a decrease in the price 
at any time, while the price of scrap has gone up and down. 

Mr. Rosorr. Yes. 

Mr. Murer. And there is no relationship at all between the per- 
centage of increase or decrease of the scrap iron to the increase of 
the pig iron or to the increase in the finished steel product. 

Mr. Rosorr. I do not take the position that there is a relationship. 
What I intended to say, and thought I had said, was that over a period 
of time the rise in the cost of serap would be found to be no greater 
than, the rise in the cost of pig or some other ingredients. 

Mr. Mutter. The statistics do not bear you out, I don’t care what 
period you take. You could go from 1947 to 1948, when the price 
rise Was approximately $8 in a scrap. The rise in the pig iron at that 
time was approximately $7, and the rise in finished steel approxi- 
mately $7. From 1948 to 1949 scrap drops $20, and pig iron goes up 
over $5, and the finished steel goes up over $10. 

Mr. Rosorr. Yes. 

Mr. Muurer. I don’t care what period you take, whether the price 
of the scrap is going up or down, you have got a rise in the pig iron 
price and a rise in the finished steel price, and the percentages of the 
rises invariably are higher than the rises in the price of scrap. 

Mr. Rosorr. I don’t think I would quarrel with that statement. I 
think we are probably in agreement and I haven’t expressed myself 
precisely. 

Mr. Murer. How long has your organization been in existence? 

Mr. Rosorr. It is a relatively young trade organization. I believe 
it is about 2 years. 

Mr. Mutrer. And I think you said, your organization represented 
about 150 scrap dealers? 

Mr. Rosorr. That is my estimate. 

Mr. Motrer. How many are there in the country as a whole, do 
you know? 

Mr. Rosorr. It is estimated that there are approximately 3,000, I 
believe. 

Mr. Mutrer. Have you any idea how many of your members were 
down here screaming against any possible embargo on the export of 
scrap in the late 1930’s and early 1940's? 

Mr. Rosorr. Well, as I said, this organization is 2 years old, and 
while I am sure they do scream from time to time I have never heard 
them scream about this. 

Mr. Mutrer. Do you know how many of them were complaining 
or urging that there be no embargo or no restrictions on the export 
of scrap in 1939 and 1940? 

Mr. Rosorr. No, sir; I have no knowledge. 

Mr. Mutrer. Or 1951 and 1952? 

Mr. Rosorr. I have no knowledge on that point. 
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Mr. Mutrer. Do you know how many have sent representatives to 
the Office of Defense Mobilization or to the Department of Commerce 
urging that they lift the licensing provisions on the export of scrap ? 

Mr. Rosorr. No; I have no knowledge on that point. 

Mr. Mutrer. You quote with approval Secretary McClellan’s state- 
ment that “We have yet to get a report that scrap isn’t available.” 
Has your organization or any of its members submitted any informa- 
tion on that subject to the Department of Commerce / 

Mr. Rosorr. I don’t know—the organization I know has not. I 
don’t know whether any of the individual members have or have not. 

Mr. Muurer. Has the organization, as such, caused any survey to 
be made of what scrap is available? 

Mr. Rosorr. It is awaiting with great interest the survey which the 
Department of Commerce, we understand, is about to initiate. 

Mr. Mutter. Is there anything confidential about the information 
that the Department is going to initiate such a survey ¢ 

Mr. Rosorr. No, it has been in the public press. 

Mr. Murer. I wonder, if you can tell us, who in the Department 
said such a survey will be made? 

Mr. Rosorr. Well, as I understand it, the idea, at least the per- 
formance of the idea, lies with the Business Services and Defense 
Administration within the Department of Commerce, of which the 
present head is, I believe, a Mr. Burley, who comes out of industry on 
a 6 months’ rotation basis, and it has been reported in the press that— 
and I know this to be a fact—a committee has been appointed to set 
up the guidelines for such a survey. 

Mr. Mutrer. A committee within the Commerce Department / 

Mr. Rosgorr. No, sir; a trade industry advisory committee, a so- 
called industry task force. 

Mr. Mutter. Who has appointed the committee / 

Mr. Rosorr. Who has appointed the committee / 

Mr. Mutter. Yes. 

Mr. Rosorr. I believe the Department of Commerce. 

Mr. Muurer. I would appreciate it if you would furnish to us copies 
-of any of those press releases. 

Mr. Rosorr. Yes, sir. 

(The data requested above is as follows :) 





Rosorr & Rosorr, 
New York, N. Y., March 7, 1956. 
Hon. BRENT SPENCE, 
Chairman, House Banking and Currency Committee, 
New House Office Building, 
Washington, D.C. 

Dear Mr. CHAIRMAN: During the course of my testimony yesterday, the Hon- 
orable Abraham J. Multer of your committee, inquired as to references in the press 
with respect to the scrap survey as proposed by the Business and Defense Servy- 
ices Administration of the Department of Commerce. 

The latest such reference which has come to my attention is that which 
appears in the Waste Trade Journal of March 3, 1956, photostatic copy of 
which I enclose. 

As I stated in my testimony, the Director of the Business and Defense Services 
Administration Division concerned is a Mr. Burley; his full name and title are: 
Mr. J. V. Burley, Director, Iron and Steel Division, Department of Commerce, 
Business and Defense Services Administration, Washington 25, D. C. 

I trust that this answers Congressman Multer’s question on this point in full. 

Respectfully yours, 


Morris Rosorr. 
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COMMERCE DEPARTMENT AGREES THAT RESTRICTIONS ON Scrap Iron Exports ARE 
Nor ADVISABLE 


Last week an official of the Department of Commerce came out with a clear-cut 
statement that more stringent controls on exports of scrap iron and steel were 
“not advisable.” The statement was given to the House Banking and Currency 
Committee by Harold McClellan, Assistant Secretary of Commerce for Inter- 
national Affairs. Mr. McClellan went further and emphasized that this con- 
clusion—that no further restrictions on scrap exports were necessary—wWwas 
concurred in by Secretary of Commerce Sinclair Weeks. 

We hope that this will end a disturbing chapter in the campaign of pressure on 
Washington legislators to restrict the movement of scrap iron and steel to 
friendly allied nations. This behind-the-scenes campaign has been a persistent 
one and started in 1955 when the price of scrap began its long climb out of the 
depression levels of 1954. It was during this dark and trying period when 
hundreds of small collectors were being pushed out of business and when tons of 
scrap were dumped and destroyed because they could find no home, that the 
export market offered a possible outlet to many coastal dealers. 

But when the scrap market came out of the doldrums and when prices began to 
move upwards, some domestic consumers seized upon the export situation as a 
club with which to beat down the price of scrap. They accused the scrap trade 
of diverting an important raw material and they hinted that United States steel 
mills might have to close down because of a lack of scrap. We attacked that argu- 
ment when it was first propounded and the fact that no steel mill had to close 
down because of a shortage of scrap despite the record tonnage shipped abroad 
has proven the hollowness of the argument. 

Now Mr. McClellan, in his testimony before the House Banking and Currency 
Committee has laid to rest some of this double-talk of scrap shortages. 

Said Mr. McClellan. “We've only heard that scrap prices are high and that 
the amount of scrap being exported is high. But we have yet to get a report 
that it isn’t available.” 

This remark echoes the statements of responsible scrap iron industry members 
and of officials of the leading scrap associations. Unfortunately, it has been 
difficult to get the idea across in the face of the back-door pressure in Washington 
and of some distorted accounts in various newspapers. 

Where this so-called “scrap shortage” existed no one has been able to say 
with any degree of accuracy. As a matter of fact, in the past 2 months since 
scrap prices started to skid, the talk of “scraps shortages” has been growing 
progressively weaker. giving credence to the suspicion that it was initiated as a 
means to push down the price of domestic scrap. 

Perhaps when the proposed survey of the United States scrap potential is 
carried out, it may once and for all do away with this kind of irresponsible 
hit-and-run discussion. Such a survey was recently approved by the Business and 
Defense Services Administration after meetings with top scrap association offi- 
cials. The value of having a detailed statistical survey of scrap is self-apparent 
and we hope that it will be conducted by some impartial Government agency 
such as the Bureau of Mines. 

Meanwhile, we hope that the Washington authorities, having come to the 
sensible conclusion that restrictions on scrap exports are not advisable, will 
permit the scrap industry to work out its problems in a free and competitive 
manner without placing stumbling blocks in its way or badgering it with con- 
stant hearings. 

We have contended all along that the scrap trade regards the domestic mills 
as its prime customer and that should the mills be in the market for scrap, 
they will secure it and in sufficient tonnages. But, at the same time, the road 
must be open for shipments to friendly foreign nations whose consumers also 
need the scrap and who can use it in building their industrial potential as a 
bulwark against communism. As long as scrap shipments offer no threat to our 
security—and both the Commerce Department and State Department seem to 
agree that this is certainly not the case—there is no reason in the world why 
scrap dealers should not be permitted to ship their supplies abroad. To do other- 
wise would be to discriminate against one segment of industry. 

The Commerce Department position, as expounded by Mr. McClellan, is a 
sound one and we hope that it will end the argument over scrap export curbs, 
once and for all. 
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Mr. Motrer. And we will inquire from the Department for the 
names of the advisory committee, and when it was set up, and the 
reason I address myself to that subject matter is when Secretary 
McClellan was before us he indicated very clearly that they didn’t 
have any money for surveys and had not asked for it, and held out 
the hope that maybe before we got through they might ask for it, and 
get it, and make a survey. 

Mr. Rosorr. I would like to emphasize this distinction: As I un- 
derstand it, this committee will not make the survey. It will simply 
lay the groundwork for any survey which is to be made, laying out, 
as I said, the guidelines for such a survey. 

Mr. Mutrer. I am only hopeful that the survey will be made and 
made very quickly, because, Lord knows, from the information we 
have here it is absolutely essential. 

You said in your statement, Mr. Rosoff, on page 7, that so far as is 
known no mill or foundry has had to shut down for a single hour be- 
cause of lack of scrap. You know that many mills and foundries have 
closed down. 

Mr. Rosorr. For lack of scrap? 

Mr. Motrer. For any reason whatsoever. Have closed down ? 

Mr. Rosorr. I assume some have. Units of many industries have 
closed down. 

Mr. Mutrer. Do you have any idea how many mills and foundries 
closed down in 1955? 

Mr. Rosorr. I will take Mr. Workman’s statement as to how many 
foundries have, and I have no information that any mills have closed 
down. 

Mr. Mutter. Your member dealers, I think you already indicated, 
are in business to turn over their inventory ¢ 

Mr. Rosorr. Yes, sir. 

Mr. Mutrer. They are not trying to stock it and hold on to it until 
prices goup. If the market is right they sell / 

Mr. Rosorr. I believe that is correct. 

Mr. Murer. As a matter of fact, very few, if any, are in a position 
to carry their yards full of scrap until a favorable time; am I not 
right ? 

Mr. Rosorr. That is my impression, sir. 

Mr. Mutrer. Practically all of their capital is invested either in 
the land which they own or rent to store their scrap, the equipment 
which they use to make the scrap resalable, and the rest of their capital 
goes into their inventory ? 

Mr. Rosorr. I believe that is an accurate description. 

Mr. Mutter. And I think it is pretty well known in financial circles 
that scrap dealers have nothing that they can offer as collateral to 
get loans? 

Mr. Rosorr. That is correct, except possibly their equipment, sir, 
but not so far as inventory is concerned. 

Mr. Mutrer. In some businesses a man can go to the bank and get a 
loan with which to stock up his inventory. 

That doesn’t prevail in your industry ? 

Mr. Rosorr. I believe not, sir. 

Mr. Mutter. That is all, Mr. Chairman. 
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Mr. Berrs. Did you say, Mr. Rosoff, that these 3,000 scrap dealers 
are small-business men ¢ 

Mr. Rosorr. Yes, sir. 

Mr. Berrs. And would you say that restrictions on export of scrap 
iron would have a bad effect on their business ? 

Mr. Rosorr. Yes, sir. 

Mr. Berrs. That is all. 

Mr. O’Hara. Mr. Chairman. 

The Cuarman. Mr. O'Hara. 

Mr. O'Hara. I notice that on page 2 of your statement, going in to 
page 3, you refer to scrap iron going to countries behind the Iron 
Curtain. The you voice this conclusion, “That myth has been ex- 
ploded.” Did you make any investigation yourself ?¢ 

Mr. Rosorr. [ relied on the Department of Commerce’s findings, and 
that is the basis for my conclusion. 

Mr. O’Hara. You are a lawyer? 

Mr. Rosorr. Yes, sir. 

Mr. O’Hara. And you are a good one? 

Mr. Rosorr. I would like to think so. 

Mr. O’Hara. And you are coming before this committee with hear- 
say testimony; right ‘ 

Mr. Rosorr. We are as I understand it not under the rules of testi- 
mony, but I know of no better source than I could go to than the De- 
partment of Commerce. 

Mr. O’Hara. Then, of course, you have read the Department’s re- 
port of prosecutions. You have read that statement ? 

Mr. Rosorr. Yes, sir. 

Mr. O'Hara. And some of the offenses seem to be pretty serious? 

Mr. Rosorr. With respect to some commodities. 

Mr. O’Hara. They found that some things are going behind the 
Tron Curtain. 

Mr. Rosorr. With respect to scrap, sir? 

Mr. O'Hara. Yes, according to the Department’s own report which 
has ben furnished the members of this committee. 

Mr. Rosorr. There have been a number of such prosecutions; yes, 
sir. 

Mr. O’Hara. Do you know how many convictions there have been ? 

Mr. Rosorr. I do not. 

Mr. O’Hara. Would you believe that in this period since 1953 there 
have been only 27 cases disposed of—not 27 convictions but 27 disposed 
of? And yet they furnished a list of what appeared to be very serious 
violations. 

Now, as a good lawyer, which I know you are, how, without examin- 
ing into those facts, can you come here and tell us that “This myth has 
heen exploded” ? 

Mr. Rosorr. My information is based upon the statements of the 
Department of Commerce that there has been no scrap, that they know 
of, or have been able to find out about, transshipped or shipped to Iron 
Curtain countries. 

Mr. O’Hara. In the statement furnished by the Department, which 
I have before me, at least one very serious case involving scrap is listed. 
But, let us not limit it to scrap. Anything that we are exporting 
that gets into enemy hands might conceivably include scrap; right? 
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Mr. Rosorr. If it is exported it might conceivably include scrap. 
But I have no information on that, and I don’t believe the Depart- 
ment of Commerce has stated that. 

Mr. O’Hara. Certainly you feel that the security of this Nation 
requires that there should be rigid scrutiny 4 

Mr. Rosorr. Unquestionably. 

Mr. O’Hara. And following scrutiny, where they find violators, 
that is men who have had these licenses and have transshipped goods 
for the Iron Curtain countries, that in such cases there should be 
vigorous prosecutions ? 

Mr. Rosorr. I believe that whether they knew it or should have 
known it. 

Mr. O’Hara. How do you know they are doing it? 

Mr. Rosorr. I have conducted no investigation of my own, sir. 

Mr. O’Hara. You know that since 1953 there have been only 27 
cases disposed of ? 

Mr. Rosorr. So I learned this afternoon from yourself, sir. 

Mr. O’Hara. Of course, now, you will be interested, as I am in- 
terested—we are lawyers, we know that when they use the term 
“disposed of” it means absolutely nothing. If a prosecuting office 
wants to build up a record out of thin air it bunches its failures as cases 
disposed of. You would be interested in knowing how many of those 
27 cases were prosecutions and convictions; wouldn’t you? 

Mr. Rosorr. Yes, sir; as a lawyer and a citizen. 

Mr. O’Hara. And until you get that information you will probably 
withhold the conclusion that all of this is a myth? 

Mr. Rosorr. Well, I believe that the Department of Commerce has 
stated that with respect to scrap there has been no such evidence, and 
I know, as we all do, that they have innumerable ways of checking 
through records and commercial intelligence, and otherwise. 

Mr. O’Hara. Well, you and I know, as lawyers, that many times 
well-intentioned people make statements that are not in conformity 
with the facts. 

Mr. Rosorr. That happens; yes, sir. 

Mr. O'Hara. Yes, sir; I know that you now would not be disposed 
to accept merely the conclusion of the Department of Commerce that 
our security was being adequately protected in this area? You would 
want more facts than have been given us. 

Mr. Rosorr. I would say that with respect to the subject about 
which I said that, I would have to use that as a working conclusion, 
sir. You are addressing this question to me, sir, and if I may re- 
spectfully say, that is my personal view. 

Mr. O'Hara. Might I make, in all affability, the observation that 
in your testimony you seemed to regard the committee asa jury. You 
made a good jury talk. But, after all, we are somewhat in the position 
of a quasi-judicial body. 

Mr. Rosorr. Yes. 

Mr. O’Hara. And on a matter vitally involving the security of this 
country we should have admissible testimony and not hearsay. 

Mr. Rosorr. Yes, sir. 

Mr. O'Hara. Thank you very much. I am sure you are a very fine 
lawyer. 

Mr. Rosorr. Thank you, sir. 
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Mr. Berrs. Would the gentleman yield ? 

On that question, Mr. O’Hara, maybe you got that information that 
was taken from a pamphlet on our desk. I think if you will read 
further you will find that it says under page 11, criminal cases, that 
by December 31, 1955, 27 of these cases fox been successfully tried, 
or otherwise terminated. So that question of having been disposed 
of, 1 think, can be explained by this further explanation, that they 
were successfully tried or otherwise disposed of. 

Mr. O’Harka. My brother will agree with me, I am sure, that the 
language there is successfully tried and otherwise disposed of. We 
would like to know what they mean by otherwise disposed of. 

Mr. Berrs. At least it explains further the matter. You put it 
that they had simply been disposed of. Here is the statement that 
some of them, at least, have been successfully tried. 

The CuarrmMan. May I suggest that when a stock dealer sells his 
scrap he has no control over it. It is not part of his obligation to see 
where it goes. That is the obligation of the man who has the license, 
to see that he does his duty, and that he doesn’t violate the law. It 
is the obligation of the Government. I don’t think the scrap dealer 
should be held accountable for that, because when he sells his prop- 
erty he has no further control over it. 

Mr. Muurer. In fairness to Mr. Rosoff and his organization, we 
ought to make it clear on this record that his organization consists of 
men and firms that are in business as scrap dealers, collecting it and 
processing it, and then reselling it. None of your members are 
exporters ¢ 

Mr. Rosorr. That is correct. 

I would like to accept that as a general statement. It may possibly 
be that 1 or 2 isolated cases of exporters exist, but I believe that is 
correct. 

Mr. Mutrer. In any event, during the lifetime of this organization 
that you represent, if they were exporters they had to go to the De- 
partment of Commerce and get a specific license before they could 
export / 

Mr. Rosorr. Yes, sir. 

Mr. Mourer. I think what Brother O’Hara might have had in mind 
was some of those so-called scrap shipments from England and Bel- 
gium of tanks, which were transshipped without doing a thing to 
them, into the Middle East, as battle tanks. ‘Those weren’t scrap. 
As I understand it, the members of your organization, if they should 
get a tank, would then demolish it so that 1t would be really scrap ¢ 

Mr. Rosorr. That is right. 

Mr. Muturer. It would not be reshipped in kind? 

Mr. Rosorr. No; they do not heal tanks or vehicles, as such, ex- 
cept they reduce it to the state of scrap or they get it in that state. 

The CHarrman. When you sell the title passes and you have no 
further control over it ¢ 

Mr. Rosorr. Yes, sir. 

Mr. Mumma. Will you yield? 

Mr. Mutter. I yield. 

Mr. Mumma. Wouldn’t it be correct, if a man had 50 or 75 of those 
tanks, and he was offered a good price for them as is, that he would 
refuse to sell them and would junk them ? 
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Mr. Rosorr. I don’t know. It might be tanks or it might be any- 
thing else. . 

Mr. Mumma. Yes; but you can buy anything from a scrap yard if 
you want to pay the price, and right away he figures your price against 
what he would get for it after he put the labor into junking it; 
wouldn’t he ? 

Mr. Rosorr. Yes, sir; but I believe that—my impression is that 
when these articles come to the scrap dealer’s yard they are no longer 
usable, as such. 

Mr. Mumma. I saw a fellow buy 400 halftracks. 

Mr. Rosorr. That was no part of a scrap operation. He was just 
in business. 

Mr. Mumma. It was a sale, and most of it was scrap. Bermann; I 
don’t know whether he was a member of your organization or 
not. 

Mr. Rosorr. That name is not familiar. 

The Cuarrman. If there are no further questions 

Mr. Taiz. Mr. Chairman. 

The Cuairman. Dr. Talle. 

Mr. Tatxxr. In connection with costs that were mentioned a moment 
ago, there are certain relationships which I think would throw light 
on the situation. For instance, I think a person should take into 
account how important the cost of scrap may be in relation to other 
costs that enter into, let us say, an I-beam made of steel. If we pursued 
that we might discover something that would be akin to what we find 
in another field every day. I go to the Safeway grocery store, and in 
spite of the fact that hogs are selling for about half of what they 
sold for not so many months ago I see a very immaterial reduction in 
the cost of pork chops and hams, and so forth. That is the kind of 
relationship I had in mind. 

Mr. Rosorr. Yes. 

Mr. Taute. It is the same relationship that enters into the cost of 
a loaf of bread. The price of that loaf may be going up while the 
price of a bushel of wheat is going down. 

Mr. Rosorr. Yes. 

Mr. Tate. Now, Mr. Chairman, rather than take time to read this, 
may I insert in the record a part of the statement made by Assistant 
Secretary of Commerce, Mr. McClellan, before this committee, on 
February 23, 1956, which covers what the Department of Commerce 
is doing in the way of guarding against having scrap and other 
strategic materials going to the Soviet bloc. That is a pretty fine 
list of checks, I would say, Mr. Chairman, if this may be quoted in 
the record, starting on page 5, in Mr. McClellan’s statement 

The Cuatrman. It is already in the record, is it not, Dr. Talle? 

Mr. Tate. Yes, Mr. Chairman, but I would like to put emphasis 
on this part of the Secretary’s statement because it has a bearing on 
Mr. Rosoff’s testimony, and subsequent interrogation, starting with 
“Preponderance of applications,” and so on, and running through the 
first paragraph on page 6, ending with the words “questionable 
transactions.” 

The Cuatrman. If there is no objections, that may be done. 

(The material referred to is as follows:) 

Since the vast preponderance of applications for friendly countries are for 
strategic materials, we do not approve a license if we have reason to believe 
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that the goods may be diverted to the Soviet bloc. Obviously, there cannot be 
complete certainty in this business, but we have devised a number of procedures 
and checks which are used both in licensing and post licensing and are intended 
to verify the proposed export and assure that it will be carried through as 
represented. This system, which is described in greater detail in a separate 
statement furnished to the committee staff, is the result of several years’ experi- 
ence and is, we believe, effective. 

It includes the checking of license applications against intelligence information 
concerning the parties involved in the proposed transaction ; prechecking through 
the Foreign Service of selected applications for the purpose of determining the 
reliability of the consignee and the bona fides of the transaction; inspection of 
shipping documents and, on a spot-check basis, physical inspection of actual 
shipments at the ports of exit; tracing the arrival and disposition of selected 
shipments for compliance with the terms of the licenses; and a variety of docu- 
mentary requirements calculated to put foreign importers and freight for- 
warders, as well as our own businessmen, on notice of our export regulations. 

In addition to these mechanical techniques, it should be remarked that officers 
engaged in export licensing work have developed over the years a considerable 
body of knowledge about commodity movements and uses, and about persons 
engaged in legitimate trade in particular commodities. This knowledge is 
valuable in helping to detect and prevent questionable transactions. 

The Cuarrman. If there are no further questions, Mr. Rosoff, you 
may stand aside. Thank you very much for your testimony. 

Mr. Mutter. Mr. Chairman, may I ask unanimous consent that the 
written statement of Mr. Lowell D. Ryan, managing director of 
Malleable Foundry Society, be spread upon the record in full? 

The Cuarman. That may be done, and I think we have some other 
statements which have been sent to the committee which we will also 
incorporate in the record. 

The CierK. Mr. Chairman, the statement to which Mr. Multer has 
just referred is the one that I spoke to you about earlier today. Per- 
haps you are referring to some of the letters that have come to the 
committee. Do you wish those incorporated in the record ¢ 

The Cuarrman. I don’t think so. That statement may be incorpo- 
rated, Mr. Multer. 

Mr. Moutrer. Thank you. 

(The statement of Lowell D. Ryan, referred to above, is as follows :) 


STATEMENT BY LOWELL D. RyAN, MANAGING DrREcTOR, MALLEABLE FOUNDERS’ 
SOCIETY 





My name is Lowell D. Ryan, and I am managing director of Malleable 
Founders’ Society. The society is a national trade association for the malleable 
iron castings industry. There are approximately 90 companies engaged in the 
production of malleable iron castings in the United States, of which a majority 
are members of the society. Our industry employs about 35,000 people and most 
of our companies are small business. 

Malleable iron castings are important components in the manufacture of auto- 
mobiles and trucks, farm implements, railroad cars, and they also find wide use 
as electrical fittings, plumbing fittings and in almost every other segment of 
industry. 

I appreciate the opportunity to file this supplemental statement on behalf 
of our industry. The statement will be brief because most of the pertinent 
facts pertaining to the scrap export situation have been thoroughly and expertly 
covered by Messrs. Wolcott, Donaldson, and Workman. The requirements of 
our industry for good grades of steel scrap are very similar to the needs ex- 
plained on behalf of the gray iron and steel castings industries, In producing 
malleable iron, producers use amounts of scrap in the charge ranging from 40 
to 90 percent. 

It is our firm conviction that the national interest requires that we take steps 
to restrict the export of scrap to a quantity very much less than 5 million tons 
annually. In view of our foreign commitments, it may not be feasible to embargo 
shipments altogether at this time, but certainly the experience of the past 
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demonstrates that it is foolhardy to ship as much as 5 million tons per year. 
The necessity for scrap drives in the past would seem to offer ample proof that 
we just do not have enough of this important raw material to be in a position 
to spare such large quantities. 

It is recognized that it will be extremely difficult to get an accurate estimate 
of the potential obsolescent scrap which may be available in the years ahead. 
However, we submit that it should be the policy of our Government to limit the 
amount of scrap exported until a competent study has demonstrated that we 
have a long-range surplus in sight as a result of which it can be clearly demon- 
strated that we can spare a given quantity of scrap from that surplus. It is 
also our position that the burden of proof rests with the parties who contend 
that there should be no restriction on export to show that there is a long-range 
surplus in sight. We submit that the temporary adequacy of supply which now 
exists does not support the present policy of the Department of Commerce. 

Therefore, we recommend: 

(1) That steps be taken immediately to launch a comprehensive and objective 
study of the potential scrap supply situation likely to exist in the next 5 to 
15 years. : 

(2) That an immediate analysis be made of steps which could be taken to 
limit the total amount authorized for export, with the first limitations to be 
imposed on a qualitative basis. 

(3) That a program be worked out—with due regard for foreign requirements 
and commitments—whereby these foreign countries can (a) be encouraged to 
increase their pig iron producing facilities, and (6) whereby they can be en- 
couraged to use other than the top quality grades of scrap. 

It might be feasible to gradually clamp down, on a qualitative basis, until the 
annual rate could be brought down to perhaps a million or a million and a half 
tons per year. This might be accomplished by some target date, for example, by 
January 1, 1957. 

If a survey develops that we face potential shortages in the future, then it 
should be the policy of our Government to keep all this vital raw material at 
home. 

It seems to me that the present power of the Department of Commerce is broad 
enough to accomplish the results we have advocated. If, however, the bill in 
question must be amended in such a way as to require the Department of Com- 
merce to follow the intent of the Congress, then we respectfully submit that 
this should be done. 


The CHatrMan. Call the next witness, Mr. Clerk. 

The Crerx. The next witness is Mr. F. Kermit Donaldson, execu- 
tive vice president of the Steel Founders’ Society of America, Cleve- 
land, Ohio. 

The Cuarrman. You may proceed, Mr. Donaldson. 


STATEMENT OF F. KERMIT DONALDSON, EXECUTIVE VICE PRESI- 
DENT, STEEL FOUNDERS’ SOCIETY OF AMERICA 


Mr. Donaupson. Mr. Chairman, members of the committee, my 
name is F. Kermit Donaldson. I am executive vice president of the 
Steel Founders’ Society of America, Cleveland, Ohio, an office which 
I have filled for 7 years, and previous to which I served a term as 
president of the society. 

Steel Founders’ Society of America is the trade association of the 
steel-casting industry. The society is comprised of 138 company 
members operating 150 steel foundries, better than 80 percent of which 
fall in the small-business category, i. e., less than 500 employees. The 
principal products of the industry are castings for railroad equip- 
ment, valves, and fittings, machinery, rolling mills, building and 
construction machinery, materials handling equipment, and_ for 
various military uses—principally in the field of cast armor for 
tanks. As an evidence of the industry’s impertance in times of 

7427975612 








174 REGULATION OF EXPORTS 


emergency, steel castings have always been among the first com- 
modities to become controlled materials. 

The industry is concerned over the continued export of substantial 
tonnages of steel scrap because steel scrap is the principal raw ma- 
terial used in producing steel castings. Slightly more than 1 ton 
of scrap is required for each ton of casting produced. The ability 
of the industry to produce is dependent entirely on the availability 
of suitable grades of scrap; there is no substitute. 

In both World War II and the Korean war, scrap became short to 
the extent that it was necessary to set up special campaigns to bring 
out obsolescent scrap. Another campaign was set up in 1947, making 
3 during the last 14 years. 

In June 1942, it was authoritatively reported that at the rate of 
depletion occurring at that time there would be no reserve inventory 
of steel scrap by December 1942. As a result, the President in- 
augurated the national salvage and waste campaign on July 13, 1942. 

It has been estimated that between 110 million to 125 million tons 
of steel products were shipped from the country during World War 
II, most of which did not come back as scrap. 

In June 1951, a scrap conference was called in Washington. The 
NPA news release of June 21, 1951, states: 

NPA reported that two large producers recently were operating with less 
than a 2-day supply of scrap and that most other mills have less than a 2-week 
supply, compared with a normal 60-day or larger inventory. 

At a later meeting on September 11, 1951, Mr. Manly Fleishmann, 
Administrator, DPA and NPA, stated: 


The Steel Division of the NPA has been active in allocating scrap. It’s a 
firehouse operation. We have actually been allocating scrap from one general 
area, such as Pittsburgh, to another general area, say in central Ohio. Neither 
area has enough scrap. It is a question of a steel producer with a vital produc- 
tion coming up to within 24 or 36 hours of shutting down a furnace. So you 
rob Peter to pay Paul, and in no time at all you are allocating the scrap back. 
We've been doing it for months. With the complete assistance of the steel 
industry, the production has kept up. But the line is thin and we are ap- 
prehensive of our ability to continue to borrow on such a slim margin. 

These statements point up the shortages which have occurred and 
with which the industry is intimately acquainted. In addition, seven 
studies have been made in the last: few years to determine the po- 
tential scrap supply, and 5 of-the 7 indieate.a shortage in the period 
from 1955-60. 

Steel scrap exports during 1955 amounted to about 5 million net 
tons, or more than was used by the entire steel-castings industry dur- 
ing the peak year of 1951. 

These are the facts which disturb the industry, the past history of 
shortages, and the danger to the national security m the future. en 
shortages do occur it becomes necessary to makeshift with less desir- 
able grades of scrap in order to keep up production with consequent 
difficulty in meeting the stringent specification requirements, par- 
ticularly of the military. 

For these reasons we believe a critical examination should be made 
of the policy of permitting unlimited export of steel scrap, and par- 
ticularly of the quality grades of scrap. 

The Chhinggan. How big is your industry, Mr. Donaldson? 
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Mr. Donatpson. Our industry comprises totally about 300 foundries, 
with a capacity to produce at the maximum of about 2,400,000 tons 
of steel castings per year. We employ about 55,000 to 60,000 people. 

The Cuairman. Where are most of them located ? 

Mr. Donatpson. Most of them are located in the large industrial 
areas, the Pittsburgh area, Chicago, Philadelphia, St. Louis, areas 
of that type. 

The Cuarrman. Are you in competition with any other segment of 
the steel industry ? 

Mr. Donatpson. Yes, sir; we are in competition with the fabricat- 
ing industries that produce weldments, we are in competition with the 
forgings industry and with the stamping industry. 

The CHarrman. Has your industry had difficulty in obtaining 
enough scrap to operate efficiently ? 

Mr. Donaupson. We have not had difficulty in the recent period 
in obtaining sufficient scrap to operate. We have had difficulty in 
obtaining sufficient scrap to operate during both World War II and 
the Korean war. 

We have difficulty because we of necessity require the higher grades 
of scrap and these are none too plentiful at any time. I would say 
that the industry almost always, except during a depressed period, 
has difficulty obtaining all of the high-grade scrap they would like 
to have. 

The CHarrman. Has the fluctuation in the price of scrap had a 
deleterious effect in your industry ? 

Mr. Donaxpson. Yes, it has an effect upon our industry, because 
as I have stated, it takes slightly more than 1 ton of scrap to produce 
a ton of steel castings. The reason for this is that you have a melting 
and foundry loss in the processing of steel scrap, with the result that 
you lose from 7 to 15 percent of it depending upon the greatest wrap 
in the melting processes. 

We have two types of production, open-hearth and electric. The 
open-hearths use about an 85 to 15 percentage in scrap and pig iron, 
that is 85 percent scrap and 15 percent pig iron. The electric found- 
ries use a hundred percent scrap. 

The CHarrman. What effect has the importation of scrap had upon 
the supply of scrap and the price of scrap as it affects your industry ? 

Mr. Donaupson. Since about 65 to 70 percent of the scrap exported 
has been of the grades which can be used by the steel foundries, it has 
had a definite effect upon the supply situation, and we feel that the 
export of scrap has been one of the factors in the price increases which 
have occurred. 

The CHarrman. You use the highest grade of scrap in your 
industry ? 

Mr. Donaupson. That is correct. 

The Cuairman. And that is the grade of scrap that is exported ? 

Mr. Donatpson. Both grades of scrap are exported, but the largest 
proportion of it is of the better grade of scrap. 

The Cuatrman. In the whole production of scrap, what propor- 
tion of it is that high-grade scrap? In other words, how much high- 
grade scrap is there? 

Mr. Donatpson. I would not be—— 

The Cuarrman. Of the total supply. 
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Mr. Donaupson. I would not be able to give you the exact figures on 
that, sir, because a great deal of that is dependent upon the amount 
of obsolete scrap that comes into the market. 

Now, among the higher grades of scrap would be the scrap that 
would come back, for example, from the railroads. That would be 
scrapped freight cars, scrapped steam locomotives that have been 
supplanted by diesels, and the plates scraped from metal cars. That 
is all heavy scrap, and is choice scrap. 

So that, to try to give you an amount, it depends entirely upon the 
amount that comes into the market depending upon the obsolescence 
of the material that furnishes the scrap. It has been estimated that 
we normally have a turnover, in obsolescent scrap, of from 25 to 28 
years. I don’t know whether that particularly applies to the railroad 
industry, but that would mean that 25 to 28 years after a car was 
built you would get the car back as scrap. 

The CuatrMan. Would automobile scrap be included in that cate- 

ory? 

Mr. Donatpson. Automobile scrap would be included in the obso- 
lescence scrap figure, but automobile scrap as such is generally not 
suitable for steel castings use, because of contamination. 

The Cuarrman. What do you think is the future of the scrap in- 
dustry? Do you think if there were no restrictions imposed, do you 
think the exportation of scrap would increase, or would diminish, in 
the future ? 

Mr. Donatpson. Well, sir, as to that, the American Metal Market 
of March 1 carried a story which stated that the Japanese steel in- 
dustry expected to secure, in the 1956 financial year, April to March, 
a total of 7,600,000 tons of scrap steel, of which 1,700,000 would have 
to be imported. Out of the total estimated import requirements the 
industry hoped to import 1,200,000 tons from the United States at a 
rate of 100,000 tons per month. During the year 1955, Japan took 
from the United States something under 700,000 tons of scrap. So 
that indicates that they hope to get from us at least a half million more 
tons in the next year. 

Now, I am not so familiar with the situation in the other direction, 
but I believe Mr. Wolcott has covered that pretty well in his testimony 
this morning. 

The Cuatrman. What do you think is the store of scrap? Have 
you any idea as to the store of scrap now in the United States? No 
survey has been made. Could you estimate it in any way? 

Mr. Donatpson. We have not estimated it. There have been esti- 
mates which run all the way from, I think, around 400 million tons 
to 980 million tons, and those might be billions. 

The Cuatrman. Is that store of scrap being depleted ? 

Mr. Donatpson. That store of scrap is being depleted every year 
by corrosion. There is a certain amount of that disappears forever, 
by corrosion. There is a certain amount of it that disappears forever 
by being buried in the ground. There is a certain amount of that, 

articularly in wartime, disappears because it is broken up on the 
battlefield. And there is a certain amount that goes to the bottom 
of the ocean every time a ship is sunk. 

That scrap does not come back. That part of the original supply 
of iron ore which has been converted to iron or steel is gone and gone 
for good. 
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Now, estimates on that, I think, went anywhere from 30 to 40, or 
maybe a higher percentage, of scrap that will not come back into 
the economy. 

The Cuamman. Then you think the store of scrap is less each year ¢ 

Mr. Donatpson. No; I would say that the store of scrap may be 
increasing with the increase in production by the steel mills and the 
foundries, particularly in these later years, because more and more 
iron ore has been converted into either iron or steel, which increases 
the net store. But on the other hand, the demand has been increasing, 
and I think it is the question of the balancing of this demand against 
the available supply. And I want to emphasize the point that until 
we know where we are at, I think that it is rather foolhardy to be 
sending out of the country a precious raw material commodity which 
we may need badly in the future, particularly in view of the fact, as 
has been mentioned several times, that the studies which have been 
made to date, the great majority of them, indicate that there will be 
a scrap shortage in the near future. 

The Cuarrman. How much of your scrap comes from the proc- 
esses of your own industry ? 

Mr. Donaxpson. The yield in producing steel castings is about 50 
percent. By that I mean you melt twice as much steel as it takes to 
make the finished casting. The balance in what we call risers and 
gates need to feed the casting. That becomes the revolving scrap, 
which becomes home scrap. In other words, you have about 50 per- 
cent of your scrap as home scrap. That, of course, is lessened each 
time that is melted by this melting and foundry loss that I mentioned 
before. So about 50 to 55 percent of our scrap must come from the 
market. 

The Cuatrman. And America, our country, is dependent upon its 
domestic scrap, isn’t that true? 

Mr. Donaupson. Yes; the small amount that it is possible to import 
doesn’t make a very big pile compared to requirements, and while 
we did import scrap back in 1947, 1948, and 1949, to a certain extent, 
the world demand now would certainly indicate that that possibility 
is no longer with us. 

The Cuatrman. How much did we import? 

Mr. Donatpson. I am not sure of the figure, sir, but it was in the 
range of 1 or 2 million tons, as I recall the figures. The Bureau of 
Mines, incidentally, has those figures. 

The Cuarrman. In times of stress it would be very difficult to ob- 
tain any scrap elsewhere than the United States, wouldn’t it? 

Mr. Donatpson. We would have to depend entirely upon our own 
resources. 

The CHamman. And you think our store of scrap should be 
guarded for the benefit of our industries? 

Mr. Donatpson. I very definitely do, sir. 

The Cuarrman. Are there further questions? 

Mr. Vanrg. Mr. Chairman. 

The Cuarrman. Mr. Vanik. 

Mr. Vantx. I would like to ask the witness what formula or 
method he would suggest or recommend for in some measure con- 
trolling the exportation of scrap? 

Mr. Donatpson. I would like to suggest that some method be set 
up to establish a qualitative control. By that I mean that the good 
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grades of scrap be kept in this country. And I would say that those 
good grades are well known by trade names. 

Mr. Vanix. Would there be any advantage in limiting exportation 
of the scrap by fixing it to the price of pig iron ? 

Mr. Donaupson. So far as the steel castings industry is concerned, 
no, sir. We don’t use enough pig iron to make that difference. 

Mr. Vanik. I was wondering if we could fix the exportation quan- 
tity to any rise in the price of pig iron on the market. That wouldn’t 
affect your industry but might it help affect other facets of it? 

Mr. Donatpson. That is true but because of my lack of knowledge 
I would hate to comment on that, sir. 

Mr. Vanrx. Would it be possible to arrive at a qualitative deter- 
mination of exports that could be carried out on a fair basis? 

Mr. Donatpson. I would certainly think so. I think it is possible 
to determine on a qualitative basis the grades of scrap that are 
coming into the market, and that are being used. 

Mr. Vanik. You see, if scrap goes into export, it costs no more 
to export a high grade of scrap than a low grade of scrap. 

Mr. Donaxpson. I appreciate that. 

Mr. Vantik. Shipping charges are the same and if there is to 
be export the better grades will find their way into export inasmuch 
as shipping charges are fixed. So would it be your idea to quali- 
tatively limit the exports of the better grades of scrap, and let the 
export market have all it desires to have of the other grades that are 
available. 

Mr. Donatpson. Yes, sir, because I think we are taking away from 
this country a resource that should not be taken from it. And I 
would like to comment just a moment further on that, if Imay. Scrap 
is constantly picking up tramp elements. By “tramp elements” I 
mean the things which are harmful in the production of good steel, 
and in the production of good castings. You are picking up sulfur, 
phosphorous, tin, which is a very poisonous thing—that is the reason 
none of us can use tin cans in our melts—and various other elements. 
Well, as you go through the years, you pick up more and more of these 
harmful things. That is why I don’t think the good grades of scrap 
should leave the country. 

Mr. Vanik. It is your contention that it is a strategic metal that 
should remain here? 

Mr. Donaxpson. That is right. 

Mr. Vanix. And that with every refinement it becomes more and 
more strategic ¢ 

Mr. Donatpson. That is right. 

Mr. Vanik. That is all. 

Mr. Mumma. Mr. Chairman? 

The Cuarrman. Mr. Mumma. 

Mr. Mumma. You mentioned the chemical content of scrap. Is low 
phosphorous scrap hard to get at any time? 

Mr. Dona.pson. Yes, sir. 

Mr. Mumma. And that is used largely in electric furnaces ? 

Mr. Donatpson. That is right. And may I point this out, that in 
the news release regarding the expansion of capacity in the basic steel 
industry it has been indicated that a large part of that new capacity 
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will be in electric furnace form which is going to create an even more 
substantial demand for that grade of scrap. 

Mr. Mumma. Now, the shortage of No. 1 heavy melting, that has 
nothing to do with the low phosphorous scrap, has it ¢ 

Mr. Donatpson. Low phosphorous scrap is a higher grade than 
No. 1 heavy melting, and the customer commands a higher price for it. 

Mr. Mumma. What type is this low phosphorous used for? 

Mr. Donaupson. Principally for electric-furnace melting. 

Mr. Mumma. It goes into any type of steel casting, then? 

Mr. Donatpson. Yes, but it generally goes into the production of 
either castings or steel which is too high specification requirements, 
because you just purely and simply cannot make the rigid specifica- 
tions of the military with these lower grades of scrap. It is just 
impossible. There is no way that you can doctor it up to do anything 
with it, and the result is that to get the high quality that you have to 
get, in these high rigid specifications given to us by the military, you 
must have these grades of scrap. 

Mr. Mumma. I was speaking to one of the spectators about this 
heavy-melting scrap. As I understood, this morning it was testified 
that that was about the only thing shipped and there was no stipula- 
tion as to other grades, but one of these gentlemen told me that was a 
sort of an understanding that it was a third, a third and a third, if a 
fellow got a hundred thousand tons of heavy melting, he had to 
take so many tons of the other type. I know you wouldn’t know that 
particular item. I did just want to get it into the record. 

Mr. Donaupson. All I know from the statistics published by the 
Bureau of Mines, 65 to 70 percent of the scrap going out of the 
country was No. 1 heavy melting or better. 

Mr. Mumma. Then the other statement could have been incorrect? 

Mr. Donaxpson. I don’t know. 

Mr. Mumma. Thank you. 

(The following letter was later received and submitted to the 
committee :) 

INSTITUTE OF ScRAP IRON AND STEEL, INC., 
Washington, D. C., March 7, 1956. 
Hon. WALTER M. MUMMA, 
House Banking and Currency Committee, 
Old House Office Building, Washington, D. 0. 

DeaR Mr. MuMMA: I thought it wise this morning to document as fully as 
possible, my statement to you yesterday about the breakdown of grades shipped 
to the export market. I received this morning from the Bureau of Mines a copy 
of its latest report on iron and steel scrap. In that report is a table which 
describes the export of iron and steel scrap from the United States by grade, 
and giving the source as the United States Department of Commerce. These 
are figures which are corrected by the Bureau of the Census and made available 
to the Bureau of Mines by the Department. These figures show the following: 

In the period January to December 1955, a total of 2,751,339 gross tons of No. 1 
and No. 2 heavy metal melting steel scrap was shipped abroad. In addition, a 
total of 1,196,027 gross tons of baled sheet metal scrap which we describe as 
No. 2 bundles, also went out. In addition, 390,000 tons of iron scrap, which we 
presume to be cast iron scrap, was shipped from the country, most of it going to 
Canada. 

If you will remember the testimony yesterday, on several occasions representa- 
tives of foundry stated that only the top grades of scrap went out. In our 
industry we describe the top grades, as you know, as No. 1 heavy melting steel, 
not No. 2 steel or No. 2 bundles. These figures themselves show that, as I indi- 
cated, roughly one-third of the material exported is in the form of No. 2 bundles, 
one-third No. 1 steel and No. 2 steel. It also might be noted that no mention is 








180 REGULATION OF EXPORTS 


made for exports of foundry steel, the type of lowphos which Mr. Donaldson was 
talking of yesterday. It might possibly be in the “all other” category which 
amounted to 75,000 tons. 


Please note that these figures are in gross tons, the terminology commonly used 
in the iron and steel scrap industry. The committee has received a number of 
figures on exports from the Department of Commerce which are stated in net 
tons, hence the slight disparity which might appear between some of the ton- 
nages we talk about and those mentioned by the Commerce Department. 

If I can be of any further assistance to you in this matter, please do not hesi- 
tate to call on me. It was a pleasure to meet with you. Your assistance in 
helping clear up some matters of fact during the committee proceedings was 
greatly appreciated by both Mr. Barringer and myself. 

Sincerely, 
W. S. Srory, 
Director of Public Relations. 

Mr. Mourer. Mr. Chairman. 

The Cuatrman. Mr. Multer. 

Mr. Muurer. Mr. Donaldson, can the industry your organization 
represents substitute anything else for this scrap in making these 
castings ¢ 

Mr. Donaxpson. No, sir. 

Mr. Mutter. If you can’t get the scrap you can’t make the castings? 

Mr. Donatpson. If we can’t get the scrap, we are out of business. 

Mr. Mouurer. And the castings you we are a very important 
and strategic part of our armaments? 

Mr. Donaxpson. I emphasized that when I said steel castings are 
always among the first commodities to be controlled in an emergency 
period. 

Mr. Muurer. Do you think that as a temporary expedient it might 
be wise to limit the exportation of scrap to the maximum we sent 
out in 1954 pending a report of just what the story is and what can 
be done ? 

Mr. Donatpson. I think it would be very wise to do something 
to consider some kind of a control and as I say, particularly the 
qualitative control on scrap while we are examining the size of the 
stockpile we have. It is definitely going to take a considerable amount 
of time to make a survey, and if we are going to keep shipping it out, 
on the same basis that we are presently shipping it, there is just 
that much more that will go out of the country. 

Mr. Mutrer. We can always reverse our position and release it after 
we have all the facts. 

Mr. Donatpson. That is right. 

Mr. Muurer. We can never get it back once it is sent out. 

Mr. Donapson. That has been our history. Except that we have 
had it shot back at us. 

Mr. Muurer. With that exception, you are right. 

The Cuatrman. The Secretary of Commerce seemed to be rather 
meticulous in his fear that he might exceed his jurisdiction; that he 
could only consider this proposition with reference to our national 
security and our national economy, and that unless it was particularly 
within that jurisdiction he couldn’t act. I think we ought to give 
him broader power and suggest that, if we want full employment, and 
full production, and a sound economy, we ought to give first con- 
sideration to our industries. I never have been for protective tariffs 
either. 

Mr. Donatpson. I agree with you, Mr. Chairman, and whole- 
heartedly. I would like to state this: So far as our industry is con- 
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cerned—and I think the rest of the consuming industries—I don’t 
think that the burden of proof is on us. We know that we have to 
have it. I think the burden of proof is on somebody else to demon- 
strate that we have the supplies of scrap. We have gone through 
these shortages. We have had these troubles. We know what the 
troubles have been, and I don’t think the burden of proof is on us to 
prove that we have adequate space. I think it is up to somebody else 
to say that. We don’t think so on the basis of our past experience. 

The Cuatrman. I think just before the Second World War we saw 
scrap yards filled 2 or 3 stories high. And the scrap suddenly disap- 
peared. That scrap went to Japan. 

Mr. Donaxpson. That is true. 

The CHamrman. Somebody suggested today that it weakened us. 
It did weaken us and strengthened Japan and made our war harder. 
I don’t think we ought to take a chance on letting that happen again. 

Mr. Donatpson. I am in agreement with you. 

The Cuatrman. Dr. Talle. 

Mr. Tatie. Mr. Donaldson, it is a fact, is it not, that advancement 
in the science of metallurgy has proceeded at a good rate for quite 
some time and that certain new metals are in the making. 

Mr. Donatpson. Yes, that is true. 

Mr. Tautx. I believe one of those new metals is called titanium. 

Mr. Donatpson. Yes. 

Mr. Tatie. Are you familiar with that? 

Mr. Donatpson. I am to a certain extent, yes, sir. 

Mr. Taiz. That is really a tougher metal than steel, isn’t it, and 
lighter in weight? 

Mr. Donaupson. It is a tough metal under certain circumstances. 
When you say tougher steel, it depends upon what you were com- 
paring it with and the use to which it is put. It is a light metal. It 
is a very expensive metal, which is sold in terms of dollars per pound, 
rather than cents per pound, it is an extremely difficult metal to break 
down from its ores, it is an extremely difficult metal to handle physi- 
cally after you do break it down, that is, either melt it or roll it or 
whatever you want to do with it, and I would say it is going to be a 
long time in the future before titanium will ever replace steel to any 
extent. 

Mr. Tate. Yes, I realize the prospects are that it will take quite 
some time, but I mention that as one illustration, and my question 
now is: What do you see in the very near future, in the way of new 
metals which might be important in the steel industry / 

Mr. Donatpson. In the steel industry ? 

Mr. Tate. Steel industry market. 

Mr. Donaxpson. I see nothing particularly in the future to take 
the place of the great bulk of the steel products. There are develop- 
ments metallurgically in all of the fields, in both the basic steel field 
and in the foundry field. There has been a development in recent 
years in the cast-iron field, which will fill in some of the spot. But 
that does not reduce the necessity for the fundamental, which is iron 
ore. I would say that there is nothing coming along that I see that 
will reduce the necessity for ever-increasing quantities of the element 
of iron, which is the basic constituent of cast iron and steel. 
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Mr. Tate. Do you support the continuation of the act which would 
occur in the event that Congress enacted H. R. 9052? 

Mr. Donatpson. I do, sir. 

Mr. Tauxie. Thank you very much. 

Mr. Mumma. Mr. Chairman, may I ask a question ? 

The Cuarrman. Mr. Mumma. 

Mr. Mumma. You are speaking of different methods in the steel 
business. Is this powdered iron or steel process growing at all? 

Mr. Donaxpson. Yes; that process is growing, but once again that 
has an extremely limited field. 

Mr. Mumma. It isall right for gears that require a lot of machining? 

Mr. Donatpson. Yes; it is the kind of process we need for many 
applications. The formation of the certain types of bearings, for 
example, it is about the most logical way to do it, but it will not at all 
replace the need for the basic iron and steel products. 

Mr. Mumma. Is it growing much in this country ? 

Mr. Donatpson. Yes; it isa growing industry. 

Mr. Mumma. Does one concern have the full control of the patent? 

Mr. Donatpson. I am not familiar with that at all. 

Mr. Mumma. That is all. 

The CHarrMan. We will adjourn now to reconvene at the call of 
the Chair. We are glad to have your views, Mr. Donaldson, and they 
will be considered by the committee in executive session. 

Mr. Donatpson. Thank you, Mr. Chairman. 

The Cuatrman. The committee will now adjourn. 

(Whereupon, at 4:30 p. m., the committee adjourned, subject to 
call of the Chair.) 
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